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Farewell to the Forties 


I T is astonishing how many people have fallen into the elementary 

chronological trap of supposing that the first half of the twentieth 
century comes to an end at midnight on Saturday. In America, the 
heresy seems to be almost universal. But in that competitive society 
something must doubtless be allowed for the dread of being left 
behind ; it is surprising only that the really enterprising did not begin 
celebrating the half-century twelve months ago. Here in Britain we 
shall be able, next December, to console ourselves for being a year 
behind others by the knowledge that we are not a minute ahead of the 
calendar. 


What does, however, beyond any question, come to an end this 
week is the decade of the forties, and certainly no one will be sorry 
to see them go. The forties began in that strange winter of the 
phoney war, when war was still exciting and almost romantic, when 
no one (except the Poles and the Finns) had yet been hurt or suffered 
anything more serious than the blackout and the evacuation, when 
Chamberlain could still think that Hitler had missed the bus and the 
British public was busy rolling out the barrel and hanging out its 
washing on the Siegfried Line. 


It was well for that very merry Christmas that it did not know 
the hell where youth and laughter were to go before 1940 was half- 
way run. An article in The Economist of January 6, 1940, could find 
it possible to hope that the forties would be an improvement on the 
thirties, for which it could hardly find a good word. 

It was more than a year of disaster that died on Sunday night ; it was 

a whole decade of frustration. . . . The ten years enclose a tragedy of 

classical form and completeness. . . . The thirties have ended in disaster ; 

we can only now, among the ruins of our hopes, attempt to draw the . 

lessons. . . . Sometime in the forties, if we are lucky, we shall have a 

chance to apply these lessons. 

Have we been lucky ? At least we can say, with Si¢yés, fai vécu, 
and considering what the forties have turned ont to be, anyone who is 
still alive, fed, clothed, active, free and sane has plenty to be thankful 
for. The ten years have not, of course, been all of a kind. There is, to 
begin with, the distinction between war and peace. And each half like- 
wise divides itself into two: 1940, 1941 and 1942 were years of grim 
hanging on; 1943, 1944 and 1945 were years of victory. In the 
non-fighting years, there is the reverse distinction between the period 
when hopes of peace and prosperity were still high and the period— 
set by the quarrel with Russia over the Marshall Pian in July, 1947, 
in the one case, and by the fuel crisis in February, 1947, in the other— 
when hopes of building something better had to be modified into a 
mere determination to hang on to what there was. i 

But, take it for all in all, it has been a beastly decade. We barely 
yet comprehend the horrors that it has seen. It has been dominated 
by war—from beginning to end, for the shadow is with us yet. It 
has brought back into ordinary men’s lives a general fear of the future 
such as has not been known for many centuries. In slaughter, in 
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destruction, in unreasoning cruelty, this last decade 
would be hard to equal and impossible to exceed. If the 
1840s were the Hungry Forties the 1940s deserve to be 
the Bloody Forties. 


* 


And yet what really matters is not what the forties 
have seen and done, but where they have arrived. Where 
do we stand today ? Looking not back but forward, 
what can we hope for ? The only thing that is reason- 
ably certain is that the fifties will be difierent—different 
from the forties and different from what we expect them 
to be. Nobody can tell what the normality of the fifties 
will be. It may be that there is a sharp change of weather 
ahead such as ushered in the twenties and the thirties 
and the forties. It might even be reasonable to expect 
such a change, since we are still so obviously in a period 
of postwar transition, of which the wonder is only that 
it has already lasted so long. 


But whatever the new conditions will be, it is they, 
and not our present state, that will put the stamp on the 
next era. There is some historical evidence for the view 
that the centuries always begin in the middle—that there 
is a periodicity of about a hundred years in human 
affairs, but that the milestones are to be found in the 
forties and fifties of the calendar centuries, not at their 
numerical beginnings. The pattern can be traced: a 
new order of ideas then firmly establishes itself ; 
within a few decades it begins to breed its own corrup- 
tions and contradictions; the established ideas are 
challenged ; the conflicts mount up to a great clash of 
arms and ideas, out of which a new century is born. So 
it was (to go no further back) with the Renaissance in 
the middle of the fifteenth century, which produced the 
great challenge of the Reformation and the blood-letting 
of the religious wars, from which, in the middle of the 
sixteenth century, the absolutist national kingdom 
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emerged. That too was challenged and plunged into 
civil wars in most of western Europe, from which, in 
the 1650s or 1660s, new established orders emerged. 
The revolution of the 1750s was economic and technical 
as well as philosophical ; the potion it brewed led very 
quickly to the gigantic explosion of the seething decades 
from the 1790s to the 1830s. The liberal era was 
settling down to its long reign just a hundred years ago ; 
and we know in our persons all the consequences of the 
challenges and counter-challenges in which it met its end. 


This may be no more than a pretty historical conceit, 
unworthy even to be regarded as a theory. But the fact 
remains that the second half of each of the last five 
centuries (one might almost say the third quarter) has 
been more settled and more serene—without being 
reactionary or unprogressive—than the earlier decades. 
And if settlement and serenity seem very far removed at 
the moment, it is also a comforting reflection that each 
of the recent decades has turned out to be very different 
indeed from what the watchers at its birth expected. 


What the fifties need, as the forties did, is a clear 
sight of ihe goal and a confident determination to achieve 
it. They need Assurance of Victory, to quote the title 
of an official pamphlet of just ten years ago—which 
proved in the end to be right, and for the right basic 
reasons too. Now, as then, the human and material 
resources exist in plenty. The free society has no 
reason to despair ; it has immense reserves and com- 
mands deep and fierce loyalties. Now, as then, what 
is needed to fuse these resources into weapons of 
achievement is the moral magic of leadership, offering 
courage and calling for devotion and confidence. Now, 
as then, it is true—not as a New Year apostrophe but as 
a sober statement of fact—that free societies (and they 
alone) can accomplish anything to which they really set 
their mind and hand. Now, as then, among all the 
perils there is nothing to fear as much as fear itself. 


Interim Victory in Greece 


O people in Europe deserve greater sympathy and 
understanding than the Greeks at the present time. 
It is five long years since the first Communist attempt to 
seize power in Greece was frustrated by British troops, 
since Mr Churchill and Mr Eden conferred in Athens 
on Christmas Eve with government leaders and initiated 
that policy of assistance in the cold war which was 
carried on first by Mr Bevin and then by Mr Truman. 
Now the Greeks stand at that most difficult point in 
any struggle, when the immediate task of fighting seems 
to be over and a long slow road of painful reconstruction 
still lies ahead. The military victory over the Com- 
munist-led rebels achieved at the end of last summer 
has thrown back, for the moment at least, the threat to 
Greece’s existence as part of the political community of 
free Europe. But otherwise it has done little more 
than clear the way for the country to begin where the 
rest of war-weary Europe began four years ago. It is to 
the task of catching up on this road to recovery that the 
whole Greek nation must now apply itself. 


The temptation is of course to relax and lean back on 
allies. The Greeks feel that they have been in the front 
line of a war in which we are all engaged ; and to a con- 
siderable degree they are right. Their bloody struggle 


has been the prototype of just the sort of unofficial, 
localised maquts campaigning that might take place any- 
where across the face of Europe—and probably Asia too 
—if the present cold war warmed up. It has been neither 
an old-fashioned civil conflict nor a regular inter- 
national campaign in the normal meaning of the terms. 
With foreign powers lending active support on both 
sides for political reasons, the struggle these last three 
years has none the less been waged between individuals, 
between families and between different areas of the same 
country, often with no well-defined front. Yet the Greeks 
can claim with justification that their unhappy land has 
been used as a testing-ground of methods and forces for 
a far wider struggle—rather as Spain was used before 
Hitler’s war. 

For all these reasons, they deserve not only sympathy 
but a continuation of the positive and active aid which 
they have already been receiving, first from the British 
and, since the declaration of the Truman doctrine in 
1947, from the Americans. If that aid had not been 
given, Greece would certainly now lie behind the Iron 
Curtain, Russian naval and land forces would be on the 
Mediterranean, and the West would have received a set- 
back at least as serious as would have been the failure 
of the Berlin air-lift. And if it were suddenly to cease. 
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there would be little chance of turning the present mili- 
wry victory in Greece into economic and political 
recovery. 

But, that having been said, the fact remains that the 
Greek situation can only be put right by the Greeks 
themselves. It is for this reason that the most remark- 
ible and gratifying feature of the present scene is the 

to which all sections of Greek public opinion have 
lately come to see the Communist rebellion for what it 
js—a cynical attempt to destroy the Greek state. There 
has been mounting popular revulsion against Communist 
aims and methods. Indeed, the country is now probably 
more united than it has been for several years, and in 
a better position to carry that purpose into effect. It is 
more than ever up to the political leaders in Athens to 
make good use of this hard-won breathing space and the 


current mood. 
tf 


It is all too easy—and immensely irritating to the 
people of Greece—for the west to sit back at a distance 
and say what ought to be done. Few people have received 
more academic and presumptuous foreign advice than 
they have since the war. But the American and British 
advisers, now so very close to the government in Athens, 
have the opportunity and the duty to put frankly and 
simply their analysis of the facts and their suggestions 
for action. And the Greek leaders should be prepared 
tocome at least half way to meet these friendly advisers. 


The problem is tremendous, though it would be wrong 
to think that no appreciable headway has yet been made 
in the tasks of physical reconstruction. Nine years of 
warfare have wrought crippling damage: 1,500 towns 
and villages have at one time or another been virtually 
destroyed ; nearly all roads, harbours and public service 
facilities have been more or less seriously damaged. At 
the worst period only 840 out of 2,679 kilometres of rail- 
way track remained usable ; bridges, tunnels, viaducts 
and rolling stock were wrecked on a large scale ; 750,000 
people, or one person in every ten, have been driven 
from their homes. Today, thanks very largely to 
American help, much of the transport has been restored 
to use ; only a week or two ago the railway from Athens 
to Salonika was reopened. And the refugees have been 
pouring back into the villages for the last three months, 
creating new problems as they arrive. 

Greece is faced with other burdens at least as serious. 
There is the huge army to maintain, if not intact, at least 
somewhere near its present strength of almost 200,000 
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men ; if it were seriously reduced, the guerillas across the 
borders would certainly try again—they may in any event. 
There are many armed men in the country not in uniform, 
members of village home guards, who might yet be 
tempted to try their hand at politics, the natural occupa- 
tion of every true Greek. The politically unreliable 
detainees have to be converted, released or retained in 
island camps. There are former sympathisers with the 
rebels to absorb into a new life. And, not least, there 
is the whole atmosphere of peace and security to be 
recreated, martial law to be gradually relaxed all over the 
country—it has just been abolished in Athens and the 
Peloponnese—and the traditional economic activities of 
the country to be restored. 


* 


Even this is not all. Many years of stress and uncer- 
tainty have raised special psychological obstacles to 
recovery and accentuated many of Greece’s traditional 
temperamental difficulties. In spite of the unifying wave 
of disgust with the Communists, the country is still split 
into extremes, inspired by the spirit of “ he who is not 
with us is against us.” In political terms, just as the 
Populists came in on a programme of king and anti-Com- 
munism in 1946, so there is once again a danger that, in 
the proposed general election next April, moderates will 
be forced by the nearness of recent events to vote for 
extremes. Disillusionment is widespread and there is no 
enthusiasm for any of the political leaders. There is talk 
in Athens of abstaining from voting in the elections, of a 
third force to replace the well-worn Populists and Liberals 
—though no party appears to have a feasible programme 
—or even of a possible dictatorship under Field-Marshal 
Papagos, the successful and able war hero who put new 
heart into this year’s victorious campaign. Lastly, .nere 
are the permanent Greek characteristics to reckon with: 
an inherent and rampant individualism, each man’s pro- 
found belief in his own superiority, and a strong tendency 
to mistake temporary benefits for permanent achieve- 
ments. 


All these factors combine to present a solid wall of 
difficulties which have to be overcome before any policy 
can succeed. The guiding features of policy must be 
moderation with determination behind it, and a zeal for 
reform tempered by understanding of what is practicable. 
Most important at the moment is the fact that military 
victory has provided the opportunity for a display of 
moderation by those in power. Yet there can be no 
question of allowing the Communists and their fellow- 
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travellers back into any position from which they could 
launch another attempt to seize power ; the specious plea, 
put out im the autumn by the rebel radio, for the re- 
admission of the Communist party into a coalition govern- 
ment must be rejected out of hand. At their strongest 
the Communists represented the views of no more than 
a fifth of the Greek electorate, and now they certainly 
represent much less. Democracy must be given a chance 
to fire, if necessary, on five cylinders instead of six ; but 
it is better that it should do that than fail to run at all. 


It is in the economic sphere that the need for reform 
is most urgent. The circumstances of the past few years 
have brought a great levelling down between rich and 
poor, and truly excessive wealth is now exceptional. Yet 
there are still too many who evade the law for their own 
profit, and Greece would be a very different place if the 
laws could be enforced. Step by step with the develop- 
ment of a simpler, less centralised and more efficient 
administration, the law should be made to fit the facts ; 
and of these the most important is that public opinion 
will support the government’s wnt only if it either 


_ The Co-operatives—Ill 





THE ECONOMIST, De ember 3), 1949 


respects or fears it. In spite of much abuse that has been 
hurled at Athens since 1944, the Greek Government is 
not that of a police state. its power to instil fear is there- 
fore no greater, and should ” no greater, than in any 
democratic country ; but it must earn respect if it is to 
succeed. 


That the Greek people are willing to respect and follow 
the leadership of those they have cause to believe in. has 
been demonstrated by the extraordinary regard and affec- 
tion which have lately been extended to Queen Frederika. 
The energy and determination of her work for the 
children and the refugees have set a new standard in 
modern Greece, which politicians should emulate. For, 
unless someone does emerge from the April elections with 
the power and will to build a new Greece, even American 
aid cannot in the long run save the country from relapsing 
again into the chaos from which it is now beginning to 
emerge. Neither political nor economic security can 
ultimately be guaranteed at all, if Greece does not achieve 
reasonably soon a position in which it can function 
without foreign aid. 


The Social Aspect 


WO previous articles have suggested that when 
co-operative societies are judged by the simple test 
of asking what an ordinary business would do in the same 
circumstances, they appear to be missing their opportuni- 
ties in many directions. Co-operators would say, how- 
ever, that to judge them by ordinary business standards, 
without regard to their ideals, is completely meaningless. 
This article therefore deals with their social rather than 
their. business aspect. 


““What distinguishes Co-operation from all other 
movements is that it is at once a strong, calm and wise 
business, and a strong and fervent and proselytising 
faith.” This was Alfred Marshall, in the year before he 
published the Principles. ‘It will educate the working 
classes in the moral strength of united public action for 
public purposes.” Even here, traces of two distinct aims 
can be seen ; first the promotion of the co-operative ideal 
of voluntary democratic action, and, second, the social 
education of the poor. It can be fairly said that both 
aims have been kept equally firmly in view, right up to 
the present time, and each made to help the other. The 
best propaganda for co-operative principles has always 
been to beat profit-making business at its own game, and 
this is not possible so long as consumers are cowed by 
the myth that business is a rare skill peculiar to the upper 
classes. 


@® The sceptical are inclined to doubt the reality of demo- 


cratic control by consumers in the co-operative move- 
ment. They see it as a vast machine dominated by a 
self-perpetuating smail clique, in the interests either of 
their own jobs or their own self-importance with the 
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an outlet for talent, common-sense and public spirit 
among working men and women. Lack oi educai.on «29 
debar a man from political activity. Her occupation may 
keep a woman out of trade unionism. But many 
thousands of people with no advantages beyond those 
of ordinary wit and judgment have found in the local 
“Co-op” a chance to develop their powers, to direct a 
business that concerns themselves, and to further the 
cause of the under-privileged in a practical way. Even 
if these motives be doubted—even if both idealism and 
self-help be rejected as incentives—it is still necessary 
to explain why, over so large a section of the consumer- 
trades, the profit-earner has been ousted by people 
willing to perform his function as a voluntary occupation. 

In retail societies the rule is “ one member, one vote ”; 
Managing committees are dissolved and _ re-elected 
periodically, and are responsible to the quarterly 
members’ meeting. The typical business at these meet- 
ings is not very exciting ; reports of the business are 
followed by trivial customers’ complaints interspersed 
with irrelevant resolutions such as a call upon the 
Government to seek better relations with Russia (which 
are invariably passed and promptly forgotten). The 
degree of proprietary interest and intelligent contro! by 
members varies, of course, with the size of the unit. In 
the sprawling societies of the south, which serve more 
than one town or borough, the formal machinery is 
reinforced by members’ councils or local committees. 
The optimum sized business unit is never the same for 
all lines, and is rarely the best for democratic control by 
consumers. In many societies active participation by 
members is only bought at the cost of overriding the 
expert opinions of employees by amateur interference. 
The balance between and business efficiency 


is a delicate one to hold at all levels and in all societies, 
but it would be a mistake to assume that efficiency 
always wins the day. 

The direction of affairs of national importance lies, 10 
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The CWS board is generally held to have more real con- 
rol over its permanent officials than its counterparts in 
retail societies. It is elected by delegates from the 
societies which are its shareholders, and it is responsible 
to them. This indirect election by people who them- 
slves hold responsible positions and have had practical 

rience in the movement removes the chances of 
the ambitious demagogue being elected by a mass vote, 
but weighs also against the chances of the innovator, the 
risk-taker, the man with any strongly independent line. 
The same procedure also applies to the election of the 
National Executive of the Co-operative Union, the body 
which provides a focus for all the independent societies. 
societies. 

Leaders on the national level include men who started 
as shop-boys or working miners. Civil honours are 
more plenuful than university degrees ; and life long 
service to the movement is the rule. These are the fruits 
of genuine self-government. No other modern business 
of comparabie size would deny itself the right to attract 
leaders of academic training, to recruit men with wide 
experience in other businesses, or to promote them from 
above by merit rather than elect them from beneath by 
yote. The movement's deliberate sacrifice of business 
efficiency on this count alone is one measure of the extent 
to which its social purpose predominates. 

The non-trading activities of the movement all com- 
bine education, entertainment and propaganda for 
co-operative ideals. Besides Reynolds News with a 
circulation of about three-quarters of a million, the 
Co-operative Press publishes a host of lesser journals, 
leaflets, and bulletins which only circulate among the 
members. Men’s and women’s guilds exist to stimulate 
interest and provide social contacts among members. 
Under the heading of education, grants of over £370,000 
a year are made. Although a good deal of this expendi- 
ture is spent on propaganda or entertainment, the work 
actually done in trade-schools, in cultural societies or 
in the one-year residential courses at the Co-operative 
College form a substantial supplement to the state- 
provided primary education. There are critics who feel 
that too few academic results can be seen for such a large 
expenditure. On the other hand, although it is hard to 
measure, there must be a considerable influence exerted 
upon the many people who grow up “ in the movement ” 
by the constant reiteration of ideas of self-help, voluntary 
action, and democratic participation. 


An even more important aspect of co-operative educa- 
tion is that it must often give point and definition to 
political ideas which would otherwise remain vaguely 
in the background. Co-operation embodies an essentially 
liberal philosophy—the presumption that all voluntary 
combinations of individuals for their own ends are in 
the social interest, until they are proved the reverse. It 
is men, not theories, however, who make a movement, 
and the majority of the more active members have been 
Labour supporters for a long time. Co-operative pro- 
paganda and education therefore have inevitably reflected 
ideas more favourable to the Labour than the Liberal 
Party. Even the movement's official attitude to politics 
is probably less important, in total effect, than this tacit 
understanding, among the movement's active element, 
about where working-class interests lie. 

The Co-operative Party is not a party in the ordinary 
sense of representing individual voters. Its membership 
consisted in 1948 of 671 “ affiliated” societies, which, 


1453 


since they included all the bigger ones, represented 87 per 
cent of the Co-op’s total membership, and whose affilia- 
tion fees were £18,000. It performs two distinct func- 
tions. Locally, societies form party branches, “ affiliate ” 
with local Labour parties, occasionally finance their own 
candidates when these are adopted by the local Labour 
Party, and generally promote the Labour interest in the 
constituencies with, so to speak, a co-operative postscript 
to their remarks. Nationally, the Co-operative Party has 
a voice in Labour Party policy and uses it on all matters 
affecting co-operative interests. How powerful it is can 
only be guessed from the results. The movement has 
always declared its support for nationalisation of ail 
natural monopolies, like transport, gas and electricity, and 
certain heavy industries like iron and steel, shipbuilding 
and chemicals, where consumer-control was not a work- 
able possibility. For all trades where consumer choice 
was desirable and consumer control practicable, however, 
co-operation has been their obvious answer. They define 
economic democracy as the maximum possible degree 
of participation by all concerned in economic decisions. 
Nationalisation, even where it is accepted, is by ideal 
standards a second-best, since it tends to create a nation 
of mere spectators of the economic game. Hitherto this 
doctrine has marched in step with Labour Party policy 
in all essentials, but Labour’s attitude to the distributive 
trades has never been defined. Mr Attlee’s book The 
Labour Party in Perspective suggests that the boundaries 
of national, municipal and co-operative trading are “ not a 
matter of principle, but one of convenience.” But beyond 
that the rest is silence. 


* 


Other parties, sounding the alarm of “ universal 
nationalisation ahead” have besought the movement to 
flee from the wrath to come by joining them. This line 
of propaganda supposes three things. It assumes first of 
all that retail distribution will become a major political 
issue in the near future, which is by no means certain. 
Secondly, it asks the mass of members to reverse their 
views on general political issues as if these were unim- 
portant compared with co-operative ideals, whereas the 
backbone of both Labour Party and Co-operative Move- 
ment consists by and large of the self same people who 
pursue the general idea of working-class emancipation 
by both methods at once, and are not likely to abandon 
either of them in a hurry. In the third place, it neglects 
the possibility of the Labour Party itself being influenced 
from within by co-operative ideas. The recent change 
of party policy from nationalisation to consumer control 
in the case of industrial assurance can no doubt be 
attributed to several causes, only one of which was the 
desire to please the co-operative movement ; neverthe- 
less, if the Labour Party can adopt “ co-operation ” in 
such an unsuitable field, there is no reason why it should 
not gradually adopt it elsewhere. The Co-operative 
Party sees its political mission in terms of leavening the 
socialist lump ; of reserving a useful and effective role 
for the private individual in a socialised economy, and of 
converting non-Socialists, bit by bit, by the force of 
practical example. “In the long run Labour’s own 
success depends not on what it does for the people, but 
on what it enables and encourages them to do for them- 
selves.” Even the men of Rochdale could hardly have 
improved on this as a restatement of their aims in the 
terminology of a more politically minded age. It is 
socialism with a difference, but it is still socialism, 
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Reserves for the Kremlin ? 


HE successes of Communism since the closing 
stages of the war have been won by the might of 
the Soviet army and by the collapse of the German and 
Japanese military-administrative machines. The Jugo- 
slav, Albanian and Chinese Communists built the 
foundations of their government in the territories 
wrested from the invaders by guerilla war; but even 
they received substantial help from the Soviet troops 
which liberated Belgrade and Manchuria. In the rest 
of eastern Europe and in northern Korea, Communists 
have been placed in power by various forms of Soviet 
intervention. Both types of revolution, the genuine and 
the prefabricated, were made possible only by war. 
Hitler, in fact, has been to an even greater extent the 
midwife to the new birth of Bolshevism than was 
Ludendorff to the first. 


Yet it would be a dangerous mistake to attribute Com- 
munist successes solely to this immediate cause. The 
roots of Communism go much deeper ; they are part of 
a great historical process still imperfectly understood. 
For lack of a better phrase it must be described as the 
impact of the west on the rest of the world. For many 
generations, but especially in the last fifty years, western 
economic and cultural influences have spread from their 
base in north-west Europe and north America, forcing 
themselves upon more backward countries and peoples. 
These have been caught up in the world-wide movement 
of commodities and ideas. The pace of modernisation, 
both material and intellectual, has been rapid but 
uneven. In eastern and southern Europe, Asia, Africa 
and South America the process can be observed today 
at varying degrees of incompleteness. In different parts 
of the world, the twentieth century exists side by side 
with the eighteenth, sixteenth, thirteenth or even with 
the prehistoric age. The distortions arising from this 
process have created explosive forces, which are at the 
bottom of most revolutionary movements of today. 


* 


The principal economic distortion is to be seen in 
rural overpopulation, a direct result of the public 
security, improved communications and medical services 
brought from the west, which have interfered with the 
traditional—and natural—regulating factors of massacre, 
famine and disease. First in imperial Russia and 
Austria-Hungary, then throughout Asia, and today in 
Africa, the agricultural population has begun to outstrip 
the rise in agricultural output and the creation of jobs 
in industry, greatly though these latter have also 
increased. As Asiatic and African medical services— 
still very scanty—improve, pressure of mouths on 
food supplies will further increase. The gloomy words 
spoken at meetings of the UN Food and Agriculture 
Organisation on the prospects of such countries as Egypt, 
India and Java are based on a formidable array of facts. 

If the economic distortion of overpopulation is one of 
the most alarming of the effects of the west’s impact to 
be expected in the future, it is the political and cultural 
distortions which most quickly produce trouble. They 
result from the emergence among the backward peoples 
of a westernised intelligentsia. The outlook and life of 


the Bucharest or Beirut lawyer have long been nearer to 


those of a French lawyer than to those of a Rumanian 
or Lebanese peasant. Some of the new intellectuals 
gladly accepted the role of agents of the west in their 
own countries: their activities would bring them a 
pleasant life in the short term, and might bring their 
nations advantage in the long term. Others, however, 
were appalled by the contrast between the progressive 
social and political ideas which they had learned in 
western universities and the squalid oppression in which 
their peoples lived. They became national and social 
revolutionaries. 


* 


This class first played an important part in the 
Russian and Austro-Hungarian empires. Its activities 
were one of the underlying causes of the clash between 
the half-conscious, half-blind imperialisms of those two 
powers which precipitated the First World War. It made 
its appearance in the Middle East, China and India, and 
is now appearing in tropical Africa. Everyone has heard 
of the frustrated revolutionary intelligentsia of Imperial 
Russia ; but there is nothing specifically Russian about 
the phenomenon. On the contrary, the revolutionary 
intelligentsia is the typical leading class of all societies 
in which education and political ideas have advanced 
more rapidly than economic development—typical, that 
is, of all nations outside western Europe and north 
America, typical of four-fifths of the human race. The 
political ideologies of these revolutionary intellectuals 
were sometimes advanced, sometimes reactionary. Some 
were directed against the west as such, some only against 
western capitalists—examples of the first are the 
Slavophile movement in Russia, the Rumanian Iron 
Guard, and some forms of Egyptian and Japanese 
nationalism. The most striking example of the second 
is Russian Bolshevism, from which has grown the world 
Communist movement of today. 


It is wrong, therefore, to think of Communism as 
solely, or even mainly, a movement of industrial workers. 
It is of course to the workers that the Communists appeal 
in the west ; but their chances of achieving power are 
poor, even in France and Italy, where the majority of 
organised workers follow their lead. Of the two methods 
by which Communists have hitherto attained power, 
infiltration of the state machine has proved impossible in 
both these western countries, while destruction of the 
state from outside can be achieved only by war. In Asia, 
however, where the state machines are weaker than they 
have been for more than a hundred years, and where 
social and cultural conditions have something in common 
with those of the old Russia, the prospects are better. 


The importance to the Kremlin of these backward 
countries can be explained by a phrase often used in 
Stalin’s speeches and writings. The Russian civil war— 
which, in the Bolshevik view, was a struggle between 
the bourgeoisie and the proletariat—was won by Lenin 
because, by securing peasant support, he converted the 
peasantry from a “reserve of the bourgeoisie "—to be 
used against the workers to defend bourgeois interests— 
into a “reserve of the proletariat” which would swell 
the ranks of the army which smashed the bourgeoisie. 
Similarly, on the international plane, the victory of world 
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Communism can be secured only when the peoples of 
Asia and Africa can be converted from a “ reserve of the 
imperialists ”’ (that is, colonial armies to be used against 
the “land of socialism”) into a “ reserve of the demo- 
ctatic (i.e. Soviet) front” (that is, “ national liberation 
movements ” to undermine and then storm the citadel of 
“capitalism ”). 

Here, as so often, Stalin’s turgid phrases express a 
real and immensely important issue. The outcome of 
the struggle between the Soviet Union and the west 
for the leadership of Asia and Africa will decide whether 
Soviet Communism can consolidate its gains and become 
an irresistible force. If Moscow wins the leadership, 
the west is sooner or later doomed. If the west wins 
it, Moscow will be unable to keep control of eastern 
Europe and China, whose cannon and factory-fodder 
are essential to its world-wide plans. 

The struggle is thus a matter of life and death, in 
which military strength, economic effort and political 
warfare will be equally indispensable. What is more, an 
attack must be made on the economic and cultural distor- 
tions which give Communism its opportunities in the 
new independent states and backward areas of the world. 


* 


The British and French empires face today many of 
the problems which beset the rulers of Austria~Hungary 
and Imperial Russia. Impoverished peasants, revolu- 
tionary intellectuals and nationalist movements abound, 
in various stages of progress towards power. The 
experts in London and Paris, in Algiers and Singapore, 
like their predecessors in Vienna and St. Petersburg, in 
Sarajevo, Warsaw and Tiflis, argue whether this nation 
is yet fit to govern itself, or that nationalist movement 
can be disarmed by economic reforms. Yet the melan- 
choly fate of the two earlier empires shows that political 
and economic reform cannot be separated. The best 
economic reforms fail if handed out with the contemp- 
tuous benevolence of an alien bureaucracy: the most 
admirable written constitutions are useless if no attack 
is made on poverty. 


The lessons of Tsarist and Austrian experience are 
televant today in Asia and Africa. The former Indian 
civil servant’s distrust of the Calcutta “ Babu ” may have 
had some justification. But even if the British govern- 
ment had not recognised the justice of India’s claim for 
independence, Britain could not have found the funds 
or the manpower to run a modern state in India. And 
the “ Babus ” of the Congress party had won the support 
of the Indian masses, which the British administrators, 
for all their virtues, had lost. The Slovak and Tran- 
sylvanian politicians of 1913 were coarse and crude in 
comparison with the elegant Magyar aristocrats who 
would not share power with them: but when Great 
Hungary burst asunder they had their brief inglorious 
term of power. The head waiter at the Café Central 
in Vienna might well laugh at Mr Bronstein, holding 
forth daily over his Kaffee mit Schlag on how to over- 
throw the Tsar: yet People’s Commissar Trotsky 
laughed at least a little longer than Nicholas II. If the 
methods of Dr Malan recall those of the Tsars, the 
gentlemen of Whitehall are sometimes not unlike the 
well-meaning and irresolute advisers of Franz Josef. 


Yet if complacency is pernicious, defeatism is deadly. 
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And there is no need to despair. Western Europe and 
north America possess far greater material resources 
than had Imperial Russia or Austria. They also possess 
the immense advantages of a great administrative tradi- 
tion and a free public opinion. Even in South Africa 
progressive forces are powerful. On the other hand the 
Soviet world is far less strong, far less “ monolithic,” 
than its champions claim. The threefold struggle— 
economic, political and cultural—can be won by the 
west. It is true that in none of these three fields can 
Utopias be achieved, but enough can be done to frustrate 
and defeat the Communist bid for world supremacy. 


South Asia and Africa will not fall under the Soviet 
yoke, and the victories of Communism in both China 
and eastern Europe will prove short-lived, if the west 
can win the friendship of the independent Asiatic 
peoples, and can convince the dependent Africans that 
real efforts are being made for their welfare and progress. 
It is being increasingly understood that economic success 
requires an effort from both western Europe and 
America, through the United Nations and outside it, 
even at the cost of postponing the improvement of the 
standard of living of some western nations, including our 
own. It is realised too that political success requires 
above all tact and human understanding in the official 
and unofficial contacts of westerners with Asiatics and 
Africans. 

* 


What is less generally recognised is the fact that the 
cultural task is perhaps the most difficult of the ihree. 
In the colonies measures to check the growth of frustra- 
tion among the intelligentsia, and to mitigate the griev- 
ances of those who already belong to this unfortunate 
category, require concerted action by educational, 
economic and political administrators. In cultural rela- 
tions with the independent nations of Asia, not only must 
the western world be presented in a more sincere 
manner, but the truth about the Soviet world must be 
explained in intelligible terms. And before much pro- 
gress can be made in this direction, there must be more 
co-ordination of knowledge and planning in London, 
Paris, Washington and other western centres. The 
isolation, each in their own sealed compartments, of the 
economic and political specialists, and of the experts on 
Europe, Asia and Africa, is not only absurd but 
dangerous. These men can and must help each other 
with their different types of experience, all of which are 
related to the central problem of defence against Soviet 
imperialism. And in Britain at least, the study of 
Communism, its historical, theoretical and practical 
aspects, should be given a high priority in the seats of 
learning and the seats of government. 
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NOTES OF THE WEEK 


Questions for Colombo 


The instinct and sense of duty that drive Mr Bevin, 
though ailing, to travel all the way to Ceylon to meet his 
colleagues of the Commonwealth do him the greatest credit. 
He is needed in Colombo not only as the one statesman who 
can see Commonwealth and European problems as a whole, 
but also as a personality whose magisterial and veteran 
presence may relax, if it cannot remove, some of the tensions 
which are pulling at the lightly woven unity of the older and 
younger partners in the Commonwealth. The friendly 
observer will see much to admire in the fact that govern- 
ments which are deeply divided on some issues can meet to 
conjure up that spirit of arbitration and conciliation which 
has presided at the six Commonwealth conferences held since 
the war ; the hostile observer will see a group of ministers 
who are confronted in Asia with vast and unpredictable 
prospects of political and economic struggle but are unable to 
settle among themselves such relatively limited problems as 
the future of the sterling balances and the cold war that goes 
on between India and Pakistan. 


The ten-day meeting that begins on January 9th is not 
part of a regular pattern of conferences, although there are 
signs that such a pattern is beginning to form, and that the 
years ahead may see something like a Commonwealth 
secretariat emerging. It will not settle such matters as the 
date and manner of recognising the Communist government 
in China, or the common attitude to be taken to the proposals 
heard in Washington and elsewhere for reducing or shifting 
the burden of the sterling balances from the shoulders of the 
British economy. What may be settlhed—because everybody 
wants it settled—is the procedure to be followed in ending 
vie state of war with Japan. for Commonwealth governments 
reject the Soviet proposal that a peace treaty should be 
drafted by the Council of Foreign Ministers in which their 
views would be represented by Mr Bevin alone. 


What may also be agreed is a common view of the threat 
to Asia of Communist campaigns directed from Moscow 
and Peking. This could then be dovetailed with the reports 
presented in Bangkok later in the month by American 
diplomatic representatives to Mr Jessup, the American 
Ambassador at large, when he has completed his 
tour of inspection of missions in Asia. Mr Bevin may 
not find it easy to convince some of his colleagues of the need 
to co-ordinate quickly a Commonwealth policy towards Com- 
munism—if such a thing is possible—with the economic 
programmes that Washington may have in mind. On the 
other hand, he should not find it difficult to convince them 
that his policy of “ integration” in wesiern Europe—even in 
its military aspects—does not in its present phase jeopardise 
any vital Commonwealth interest. 


* 


It will be a pity if the Colombo meeting brings no fresh 
approach—however informal—to the task of restoring 
stability in Burma, and to the problem of sharing 
equitably the cost and responsibility of defence in the 
Indian Ocean and the eastern approaches to India. And it 
will be little short of a tragedy if the governments of India 
and Pakistan go on exchanging punch for punch in economic 
warfare while Mr Nehru is solemnly discussing world 
problems at the same table as Sir Mohammed Zafrullah 
Khan. 


* * * 


Indonesia Independent 


On Tuesday, three hundred and forty seven years of 
Dutch rule in the East Indies came to an end and the new 
Republic of the United States of Indonesia was officially 


born, linked to the Netherlands only by union under the 
Dutch crown. For the second time in a few months, Mr 
Mohammad Hatta, the genial, clear-headed Prime Minister 
of the new state, flew half across the world to Amsterdam— 
this time to attend the historic ceremony at which Queen 
Juliana of the Netherlands transferred sovereignty. His pre- 
vious flight had been to take part last August in the ten- 
week conference at The Hague, at which the terms of this 
settlement were finally agreed. Another ceremony also took 
place on Tuesday in what was until then Batavia and is now 
called Djakarta ; after the Dutch tricolour had been lowered. 
the red and white flag of the new Indonesia was run up to 
the tunes of the two national anthems. Nearby, Mr Lovink. 
the last Dutch High Commissioner, signed a protocol of 
independence before boarding a plane for Europe. Hence- 
forth another 75 million people in Asia are on their own. 
their Government already recognised as independent by 
Britain, the United States, India, Pakistan, Australia, Canada. 
South Africa and the Philippines. 


These events rank in importance with two others that have 
taken place in Asia since the Japanese surrender: the transfer 
of power in India and the recent setting up of the Chinese 
Communist regime in Peking. Unlike these changes, the 


independence of Indonesia is partly the work of the United | 


Nations. There may, indeed, be a tendency at Lake Success 
to express too much self-satisfaction about the way things 
were handled ; but the very existence of Uno and the facilities 
it offered to the Indonesians for presenting their case before 
world opinion undoubtedly gave them the courage to go 
through with their plan of resistance to the Dutch. During 
the last few months, however, credit for detailed work on the 
present agreement has belonged particularly to the Dutch 
Premier and Foreign Minister, Dr Drees and Dr Stikker, 
together with Dr van Royen of the Dutch Foreign Office, to 
Mr Merle Cochran, the American leader of the United 
Nations Commission for Indonesia and, as much as anyone, 
to Mr Hatta himself. The United States, whose public 
opinion and diplomacy pressed so strongly for settlement, will 
now find both parties looking to it for aid in overcoming the 
economic and political difficulties they must meet. 


# * * 


Jugoslav Trade Pact 


It has taken ten months to negotiate the five-year trade 
agreement between Britain and Jugoslavia, signed in Belgrade 
on Boxing Day. The essence of the pact—which is discussed 
in more detail on page 1490, is that in the next five years, 
trade between the two countries will amount to over £100 
million each way, and Britain is to provide the Jugoslavs 
with an {8,000,000 long-term credit. The length of the 
negotiations has been due to a number of points—for 
instance, the scale of compensation and the precise size of 
the long-term credit. But the chief obstacle arose over the 
Jugoslavs’ request that they should be assisted by short-term 
credits to import British equipment and machinery for which 
they had not yet earned enough sterling to pay. At first, 
the British Government appears to have been unwilling to 
intervene in negotiations between the Jugoslav Government 
and individual British firms, but British traders had insuffi- 
cient confidence in Jugoslavia’s economic and political powers 
of survival to risk credits themselves and it seems that the 
British Government has after all decided to guarantee British 
firms against losses incurred by extending credits to Jugo- 
slavia. 


This fact is certainly surprising when one considers the 


apparent disproportion in the strength of the two bargainers. 
It is true that Britain is glad to buy maize and non-ferrous 
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metals from other than dollar sources. It is also true that 
the maintenance of a thorn in Stalin’s side could be worth a 

deal in terms of political warfare. Nevertheless, the 

v position is weak. Marshal Tito’s obstinate decision 
io continue with his five-year plan of industrialisation at a 
time when the Soviet blockade has cut him off from almost 
ai commercial intercourse with his neighbours has intensified 
the hardships which his people have to undergo. Even if 
he could survive a political struggle with the giants of the 
Kremlin, the economic feasibility of his ambitious plans are 

to doubt. He may conclude that the economic plight 
of Bulgaria and Rumania is so much worse than that of 
Jugoslavia that any comparisons would be in his favour. Even 
so, a steel mill may not necessarily be compensation for the 
tisk of starvation. That, in these circumstances, Marshal 
Tito should have secured an agreement favourable enough to 


set his immediate anxieties at rest shows that his obstinacy | 


has paid a dividend once again, and that, in western eyes, 
Jugoslavia is an important political asset. 


* * x 


TUC’s Sense and Nonsense 


On the Thursday before Christmas the General Council 
of the TUC approved a statement of its policy towards wages 
and the economic situation generally which was released for 
publication early this week. The statement is intended to 
serve as the basis for a conference of trade union executives 
to be held in London on January 12th. It is not in any sense 
anew document, but rather an amplification of the report of 
its economic Committee adopted in November, which recom- 
mended that wage scales should be stabilised and sliding 
scale arrangements suspended unless the index of retail prices 
rises or falls by six points. But it is one further recognition 
of the fact that the TUC, although not necessarily all its 
member unions, has nailed its colours to the mast of wage 
stabilisation. It could hardly offer a more convincing token 
of loyalty to the Labour Government ; and the Government, 
to judge by the recent appeal of that rare visitor to domestic 
politics, Mr Ernest Bevin, to the representatives of employers’ 
federations, is in its turn doing what it can to back the 
TUC up. 

The report is a sober document which makes no attempt 
to minimise the continuing gravity of Britain’s economic 
position. It does not flinch from telling trade unionists that 
the upward spiral of prices and incomes could wreck the 
advantages of devaluation, and that increased incomes un- 
related to increases in output would result in severe deflation 
and unemployment. But the TUC feels that its self-imposed 
restraint should be matched by equal sacrifices from the rest 
of the community. It views with distaste recent increases in 
salaries, industrial, professional and academic—a view which 
disregards the fact that the salaried classes were making severe 
sacrifices at a time when organised labour was making none. 
It is alarmed at the general level of profits, which it regards 
as the Government’s duty to keep down by swingeing taxa- 
tion, and it is particularly concerned that devaluation may 
cause certain export industries to earn very high profits 
indeed (concerned, that is, that devaluation may have exactly 
the effect that was intended). But further than that it 
expresses a general belief that, even after being taxed to the 

ilt, industry is not using its profits to bring prices down. 

The members of the TUC are as honest and patriotic a 
body of men as any in the country, and, furthermore, they 
have embarked upon a policy which cannot be popular with 
their member unions and which may well weaken the cohesion 
of the trade union movement. All this should be ascribed to 
them for merit. But it must nevertheless be said that their 

inking on the economic situation, and especially on the 
question of profits, is still shot through with fallacies. 

In an era of inflation, of over-full employment and of pro- 
duction at any cost, the profits of industry cannot fail to 
be high. When production cost as a criterion of economic 
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efficiency is abandoned, when genuine competition between 
firms is in abeyance, when everything that is produced, 
however expensive can find a market somewhere, high profits 
are the inevitable result. Moreover, high profits and high 
wages march in step. In any one firm and any one year 
wages and profits may be competitors for a fixed amount 
of resources ; but over the economy as a whole it is the clear 
evidence of experience that the two march up and down 
together since they are both products of the same cause. 

The TUC will get nowhere by fulminating against profits, 
even if it manages to persuade the Government to tax them 
still further. So long as inflation continues, profits will be 
high and far too easy to earn. For exactly the same reasons, 
wage increases, if demanded, are easily conceded, and the 
TUC has difficulty in holding its member unions in line. 
If the TUC ever got its way and profits were seriously 
reduced, it would find itself faced with the task of holding 
wages up, not down. It is crying for the moon to ask for 
half of each alternative. 


* * * 


Difficulties for the Miners 


__ It is difficult to judge what reception the TUC’s report 
will meet with at the conference in January. The two large 
general unions will support it, but it is doubtful if the Con- 
federation of Shipbuilding and Engineering Unions will 
forgo their claim for an all-round increase of £1 a week. In 
the meantime the TUC has received great support from the 
decision of the Executive of the National Union of Mine- 
workers to support its policy, a decision which was ratified 
by a special delegate conference on Thursday. 


The internal affairs of the NUM appear to have become 
suddenly complicated by a report (which had not been 
officially confirmed when The Economist went to press) that 
Mr James Bowman, vice-president of the National Union of 
Mineworkers, had decided to accept the National Coal 
Board’s offer of the chairmanship of its new Northumberland 
and Cumberland division. If this is true it will leave both 
his union and the TUC seriously weakened in leadership. 
Mr Bowman is one of the abiest and most constructive union 
leaders and has been a bulwark against Communist influence 
among the miners. However much the Coal Board may gain, 
he will certainly be missed from the active field of union 
affairs at this critical stage. 


His departure would leave a vacancy on the General 
Council of the TUC, for which there will be keen competi- 
tion. It might normally be expected that Mr Arthur Horner, 
as the union’s secretary, would be nominated by the miners’ 
group to fill the position. But Mr Horner was recently 
defeated for the miners’ nomination for next year’s General 
Council, and as he is a Communist there will be strong 
pressure to keep him off at a time when the TUC is urging 
the unions to remove all Communists from official posts. 


Mr Horner himself is in a difficult position. He was 
appointed by the union executive to move the resolution 
supporting the TUC’s wage policy at the miners’ delegate 
conference this week. This means abandoning the NUM’s 
own claim for a revision of the cost of living bonus, to 
benefit the lower paid workers. Mr Horner’s personal views 
on the TUC policy are well known—they are those of the 
Communist party. But the Communists are not alone in 
opposing the wages standstill. As was shown by the narrow- 
ness of the vote in favour of the policy at the executive 
and delegate meetings, many other district leaders are pre- 
pared to join forces with the Scottish and South Wales 
Communist leaders on what is an economic, and not a 
political, issue. The miners’ final decision will not, how- 
ever, be known until a special ballot vote has been taken 
of all the branches and lodges before the TUC special con- 
ference of union executives takes place. 
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Mr Attlee Takes to Groundnuts 


The most significant thing about the latest statement 
on the East African groundnut scheme, issued shortly before 
Christmas, was that it should have come from 1o Downing 
Street. There could hardly be better evidence of the 
scheme’s having become a first-class political issue than that 
the Prime Minister should have to concern himself with it. 
His reluctance to intervene until directly appealed to by the 
Tanganyika staff of the Overseas Food Corporation in indig- 
nation at Mr Strachey’s remarks in the House of Commons, 
has been a potent factor in prolonging the trouble. 


The statement itself was mainly remarkable for its omis- 
sions. It dealt with Mr Strachey’s sudden visit to Tan- 
ganyika and mentioned that there had “ undoubtedly been 
some internal friction as a result of the recent events and the 
discussions of the matter in public.” (Here again, incident- 
ally, is the infuriating and wholly improper implication that 
the public must not discuss what happens to its money.) What, 
however, was missing from the statement was any reference 
to Sir Leslie Plummer, chairman of the Overseas Food Cor- 
poration. The question of confidence in Sir Leslie Plummer 
on the part of the East African staff was raised by Mr 
Strachey during his visit—in fact, it is hard to believe that 
it was not the chief reason for his making it. Why, there- 
fore, did the Prime Minister’s statement contain no reassur- 
ance on this question of confidence ? When Parliament is 
reopened for the new session. the Opposition should press 
for a clear and unqualified statement from Mr. Strachey on 
this point, especially in view of the misleading statement 
that he made in the House of Commons in November. 


Two things seem to stand out clearly from the maze of 
statements made during and after Mr. Strachey’s visit. First, 
the Government seems to hold the view that to dismiss Sir 
Leslie Plummer would be wrong since it would imply accept- 
ance of the principle that 2 chairman of a public board could 
be liable to dismissal as a result of agitation in the House of 
Commons. But this attitude has forced the Government into 
adopting the equally wrong principle that an appointment to 
a public board must stand no matter how bad it turns out 
to be. Secondly, the whole matter is now inextricably caught 
up in the general election. It would hardly be possible for 


- Sir Leslie Plummer to go without Mr. Strachey’s resignation 


taking place at the same time. But the senior members of the 
Government are apparently obstinately determined to keep 
Mr Strachey—which may reflect favourably on their sense 
of personal loyalty, but certainly not on their sense either of 
the public interest or of their own electoral advantage. One 
can only hope, in fact, that amid all this political entangle- 
ment someone will be able to keep an eye on the technical, but 
all-important question of whether groundnuts can be profit- 
ably grown in Tanganyika by the Overseas Food Corporation. 


* * * 


OEEC Marks Time 


During their brief discussions in Paris last week the 
eight-man Ministerial group of OEEC (Organisation for 
European Economic Co-operation) appear to have covered 
very little ground. Because the participating nations failed 
to do their homework, the Ministers had to postpone until 
January such pressing topics as the trade liberalisation 
programme, which Mr Hoffman was promised by December 
1§th, and also the plans for regional economic groupings. 
This delay is especially unfortunate because the time is fast 
approaching when both the OEEC and the American 
authorities must complete their progress reports to Congress, 
so that it can give early consideration to the third instalment 
of Marshall Aid. As yet, all the superficial flurry of activity 
of the last two months has produced few tangible signs of 
that closer co-operation which Congress would regard as 
“ progress.” 
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It was, however, hoped that the Ministers would on this 
occasion create the illusion of vitality which has always eluded 
OEEC in the past. The main proposal before the group was 
that they strengthen the organisation by appointing as its head 
a European statesman of the calibre of M. Spaak. At the 
conclusion of their conference an agreement was announced 
which calls for regular monthly meetings of the Ministers to 
be attended also by Mr Harriman, American special repre- 
sentative in Europe for the Economic Co-operation Adminis- 
tration (ECA). This compromise is not likely to satisfy for 
long those who advocate greater powers for OEEC. 


Ever since its inception the Americans and a few scattered 
Europeans have insisted that the Organisation be strengthened 
by being given more authority and prestige. It was in re- 
sponse to this agitation that the Ministerial group itself was 
brought into existence last spring. Consisting of seven high- 
ranking Ministers and presided over by the Chairman of the 
OEEC Council, it was supposed to provide forceful leadership 
and to send dramatic directives to the Organisation. 


Experience has shown, however, that a body of this kind 
is, if anything, more cautious than the international civil 
servants whom it is supposed to galvanise into action. This 
particular gathering of Ministers can point to very few of their 
own achievements which equal in courage the forthright 
“Interim Report” prepared by the OEEC secretariat itself 
last December. The truth is that this same problem over- 
hangs all international organisations and it is one that will not 
be solved simply by installing a man of talent and vision—or 
even a team of men—to supervise its operations. 


* * af 


Continued Deflation in Italy? 


It is not yet certain whether the devaluation of sterling 
will sharply reduce the sterling balance of some £70 million 
at present held in Italy. In theory it should, since the Italians 
all through the summer blamed high British prices for their 
inability to buy more British goods. The old rate of sterling 
also encouraged Italian merchants to do a part of their 
trading in cheap sterling on the free market. But one of 
the reasons for Italy’s tendency to buy less than it sold may 
well have been its domestic policy of strict deflation—in 
which case, the devaluation of sterling may not reduce the 
Italian balance very speedily. It is, not, however, certain 
that deflationary policies can be maintained indefinitely. 
The Left wing of the Christian Democrats are perturbed by 
the plight of over two million men in continuous unemploy- 
ment. Moreover, the autumn movement of the peasants to 
occupy land in Sicily, the south and round Rome appears to 
be working more immediately and irresistibly against con- 
tinued deflation. 


The disturbances seem to have arisen as a result of the 
dilatoriness of the official bodies responsible for allocating 
uncultivated land to peasant families and of the attempts of 
some landlords to take back land which two years ago they 
were obliged by the Government to place at the peasants’ 
disposal under a two-year agreement. But whatever the 
origin of the movement, which for the last two months has 
caused turmoil in the countryside and led to bloodshed and 
even death, it is certain that it has now exacerbated the 
problem of Italy’s landless men to a point at which the Gov- 
ernment must act or risk the loss of the countryside to the 
Communists who alone at the moment are directing and 
supporting the peasants in the field and village. 


Every group in Italy—save the Extreme Right and the 
8,000 landlords chiefly affected by proposals to divide the 


larger estates—admits that Jand reform is necessary. In the 
spring, the Government itself published proposals—the 
Segni project—designed to redistribute over 4 million acres 
to $00,000 families. The difficulty lies in the cost of the 
undertaking. Clearly, to settle peasants on land without 
capital, equipment, buildings or even roads will not content 
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them or increase Output. It is estimated that the cost of com- 
ting landlords and undertaking even a minimum pro- 
of agricultural reclamation and development will be 
in the neighbourhood of 800 or 1,000 billion lire. This is the 
formidable figure which must, if land reform is seriousl 
undertaken, entail a financial policy incompatible with 
continued deflation. 


ft te * 


Businessmen in China 


One of the great uncertainties in the new China is the 
future of its foreign trade. It was the lure of commerce 
that originally drove westerners to penetrate the country, 
and then demand and obtain from nineteenth century 
Chinese governments special political and economic con- 
cessions. Today western business men are fully aware that 
the conditions then created have gone, almost certainly for 
ever. They are less clear as yet about what has taken or will 
take their place. The new regime in Peking is both 
nationalist and Communist. Does that mean expropriation 
of foreign factories, and state trading bodies to take the 
place of all foreign merchants ? Or will there at least be an 
interval before a fully Communist and exclusively Chinese 
system is instituted ? 

Up to the present, the Communists have made no coherent 
move to expropriate foreign holdings. Indeed, they have 
shown distinct signs of continuing to use foreign business 
houses—as they must, if they are to benefit from many 
decades of marketing experience—to conduct overseas trading 
deals. But conditions for foreign firms are very far indeed 
from being even rational, let alone acceptable on a long- 
term basis. The most that can be said is that these businesses 
have been tolerated as unwelcome, but temporarily necessary, 
and on an equal footing with Chinese capitalist organisations. 
Ia the first days after the Communist arrival in Shanghai, 
for instance, when many people expected the city and its 
elaborate metropolitan industries to collapse for want of 
materials, of support from the authorities and of any reason- 
able restraint in workers’ wage demands, a period of sus- 
pended crises was somehow—and surprisingly—resolved 
without irretrievable breakdown. And now, although workers 
still come and perch for hours on their managers’ desks with 
impunity, a rough and ready commercial and criminal justice 
is being established through peoples’ courts. It is at least 
just sufficient to allow economic life to resume. 

It is clear that China would lose a great deal if it banned 
all foreign business on its territory, but it is just as clear 
that a Communist government would not flinch from making 
this sacrifice if it seemed desirable for political or ideological 
motives, such, for instance, as the desire to express resent- 
ment at non-recognition. What foreign nations would suffer 
from such a policy it is difficult to say. Crudely calculated 
in cash, estimates of British investments in China are in 
the region of £300 million, while American investments— 
certainly far smaller—are put at $100 million. But these 
can only be the roughest of guides and must depend as 
much on political circumstances as on the range of busi- 
ness included in the calculation; presumably invested 
capital would be worth nothing if holders were expropriated 
tomorrow without compensation. All that can be said is 
that if the Communists do cut off their nose to spite their 
face, some western faces will be disfigured also—and nobody 
would gain from that. , 


x * * 


The Jamaican Elections 


_ Mr Bustamante and the Labour party (which is Labour 
in nothing but name) have, after all, won the Jamaican 
general election. The popularity which gave him 23 seats 
out of 32 in the House of Representatives at the last election 
in 1944 has diminished in the last few years—partly because 

like everybody else, has failed to find a cure for Jamaica's 
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chronic unemployment and underemployment. He did, how- 
ever, make one clever move this year. After the British 
Labour party had announced the nationalisation of sugar as 
part of its programme for the next British election, Mr 
Bustamante unced the proposal. When it became clear, 
therefore, ‘Just before the Jamaican election, that the West 
Indian sugar producers were not getting all they had asked 
for in the sugar negotiations with the British Government, 
he was able to put himself forward as the sugar champion. 


Nevertheless, the results of the voting should be salutary 
for him. He has won only 17 seats this time, and the 
(Socialist) Peonle’s National Party, led by Mr Norman 
Manley, who is the island’s ablest politician, has won 13 seats. 
For the first time, therefore, under Jamaica’s present constitu- 
tion, which gave it a considerable measure of responsible 
government, there is something like a Government party and 
an Opposition party in the lower House. Under this consti- 
tution, however, the party that is given a majority at an elec- 
tion is still without responsibility for government, and one of 
the first tasks of the new House of Representatives will be to 
discuss proposals for a new constitution. The three main 
causes for dissatisfaction with the present one are, first, the 
composition of the Executive Council, which is exactly 
divided between officials and nominees, and elected 
members ; secondly, the existence of a bicameral legislature ; 
and thirdly, the committee system of the House of Repre- 
sentatives which allows the members of the committees to 
discuss the affairs of the Government departments but gives 
them no means of having their proposals carried into effect. 
Jamaica’s new House of Representatives will have the difficult 
but responsible task of working out a sensible solution to 
these problems. 


* * a 


Orange of Discord 


The resignation last week of the Northern Ireland 
Minister of Education (writes our Belfast correspondent) has 
caused much disappointment to those who had cherished 
hopes that the frozen political parties were beginning to thaw 
at the edges. It is now clear that the Minister’s resignation 
is a victory for the northern extremists who objected to his 
decision to pay employers’ national health insurance con- 
tributions for teachers employed in denominational schools. 
The decision—a wise one in this dual community—was 
opposed by the younger members of the Unionist Party and 
by the Orange Order, but was at first supported by his 
Cabinet colleagues. Now it seems that such powerful pres- 
sure has been brought to bear on the Prime Minister and his 
colleagues that not only has the Minister resigned, but the 
Prime Minister has decided to review the whole educational 
system with a view to getting “a more popular system.” 
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to announce that we can no longer accept 
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About six hundred Roman Catholic schools and three hun- 
dred Protestant were affected by the Minister’s decision. The 
Orange bigot tends to forget the three hundred, while the 
Roman Catholic thinks solely of the six hundred. Thus the 
baleful bogey of discrimination is likely to be revived. 


The issues are not identical with those raised in Great 
Britain by the Roman Catholic community's attitude to its 
schools. The Roman Catholic minority in Northern Ireland 
is sensitive about its position in the state. The case for not 
only just but generous treatment is strong, and in the politi- 
cal sphere it might pay surprising dividends. Many of the 
minority here are lukewarm about inclusion in an All-Ireland 
republic and critical of the educational system of the Irish 
Republic with its underpaid, discontented teachers and its 
compulsory Erse. The detachment with which the Catholic 
minority—the Belfast minority especially—is beginning to 
view partition causes antipartitionists much concern. 

The record of Northern Ireland Government in education 
is good, and educational facilities in the North are on the 
whole superior to those in the Republic. But the avowed aim 
of a completely secular system has given rise to serious mis- 
givings among the Roman Catholic minority and a substantial 
number of Protestants. The Prime Minister in his search for 
a more popular system will have a difficult task—first he 
must persuade someone to accept the politically dangerous 
Ministry of Education and then he must avoid even the 
appearance of playing into the hands of his extreme sup- 
porters. Once again it is significant that the Irish apple of 
discord should prove to be an orange. 


* * * 


Medical Certificates 


The growing demand for medical certificates has been a 
constant complaint of doctors for some time. They have 
three main grievances. First, they resent the burden of 
clerical work which the demand for certificates thrusts upon 
them. Secondly, they resent having to give certificates, as 
part of the free personal medical services they have under- 
taken to provide, when the persons demanding them are not 
being treated for an illness, but want a certificate to satisfy 
some Government department. Thirdly, they resent un- 
reasonable requests for certificates to support a demand for 
priority treatment in respect of food, fuel, petrol, corsets, 
employment or housing. 


The report of the inter-departmental committee set up to 
consider whether medical certificates could be reduced in 
number and simplified shows that these complaints are justi- 
fiable. It performs a much-needed service in summarising, 
under each department, the documents that are required, and 
in showing whether they are strictly medical certificates at 
all or medical reports or mere attestations and notifications. 
The number of such documents that legislation throughout 
the years requires to be produced is hardly credible. 


The committee has three main recommendations for 
lightening the burden on doctors. First, it proposes that the 
Ministry of National Insurance should provide, at the request 
of insured persons, extracts of certificates of incapacity that 
could be used for more general purposes than at present. This 
would relieve doctors of having to give more than one certifi- 
cate in respect of the same patient and the same illness. 
Secondly, it recommends that the National Health Service 
Act should be amended to provide for the free issue only of 
“such certificates as may be prescribed, being certificates 
reasonably required under or for the purposes of any enact- 
ment.” Thirdly, it recommends that Government and local 
authority officials should be included in the list of persons 
authorised to sign as an attesting witness. On the doctor’s 
third grievance, st the ra ret. ww speak so 
strongly as it might. It points out, rightly, that the demand 
for certificates for pliealiy patbbans has lessened as shortages 
have ended. But it does not denounce sufficiently the practice 
of placing upon doctors the responsibility of making a deci- 
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sion that is essentially an administrative one. Housing autho- 
rities, for instance, far too often allow applicants to believe 
that a medical certificate will enable them to jump the hous- 
ing queue, and force the doctor to choose between refusing a 
certificate, and annoying his patient, and giving a certificate 
and worrying his conscience, 


* * * 


Egypt’s General Election 


Next week’s general election in Egypt will have a familiar 
pattern. It will be one more sample of the struggle between 
King and Wafd that has gone on since the inception of the 
1923 constitution and the days of King Fuad versus 
Zaghlul. There was recently a chance that the shape of 
events might be different. Though the Wafd had been 
unrepresented in Parliament for nearly five years owing to 
its boycott of the 1945 election, some of its leaders agreed 
to return to the government last July. This looked a most 
patriotic action at the time, for the country was in poor 
political shape. Neither King nor Government had confessed 
to the people what a waste of effort the Palestine war had 
been, and they were governing jointly with the aid of a strict 
press censorship and martial law. By these means they had 
curbed the unrest which had caused the murder of two 
successive prime ministers ; but neither the King, who is—to 
say the least—wayward, nor the ministers, who were little 
more than his puppets, enjoyed any real popular respect. 
The Wafd, though in the wilderness, was the only political 
party with a nationwide organisation. 


The question then was whether the coalition cabinet could 
survive long enough to keep the elections free frem “ rig- 
ging.” The chances of success, surveyed in The Economist 
of September 17th, unfortunately fizzled out. For the coali- 
tion, composed of Saadists, Liberals, Nationals and Wafdists 
with an independent Prime Minister, Sirry Pasha, had several 
delicate election problems to tackle. One was to form the 
55 new constituencies made necessary by the growth of 
Egypt’s population. Another was to decide, in the interests 
of preserving the coalition, whether the parties should share 
out the constituencies between agreed single candidates or 
fight one another for each. The Saadists, Liberals and 
Nationals, with the King behind them, were all for agree- 
ment ; but the Wafdists argued that to deprive so many 
electors of the chance of choosing their candidates was con- 
trary to the constitution. At one time agreement seemed 
possible, and the quarrel raged around §0 constituencies 
only. But the disagreement over these was sufficient to reveal 
that it would be impossible to re:urn a balanced coalition 
without unduly interfering with the electors’ choice. The 
coalition thereupon broke up. 


Since November Sirry Pasha has governed with a cabinet 
of virtually unknown figures, mainly ex-officials. Outside 
it parties have indulged in a free-for-all, with no holds barred. 
In such conditions the likelihood is that the Wafd will win, 
provided that there is no interference at the polls. The only 
possible goal for the King and his henchmen is to keep its 
majority small by financing “ independent ” candidates and 
other means. If they behave with moderation they will set an 
example of importance to the other Middle Eastern demo- 
cracies. If, as so often happens in the Middle East, they 
misuse the powers that are always enjoyed by the man in the 
saddle, they will present a disastrous spectacle to the many 
Arabic speaking electorates that are regular listeners to 
Cairo radio. 


* * * 


Red Cross—New Style - 


The attitude of the Russians to internftional Red Cross 
conventions is a most regrettable illustration of their ability 
to execute a complete volte-face, when it suits them, and of 
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Two great air-lines — K.L.M. and SABENA — 
co-operate to offer you the quickest, most convenient 
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Via Amsterdam or Brussels -— serving Dusseldorf... 
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the difference between the Soviet and western approaches to 


international problems. Before the last war the Russians 
refused to adhere to any of the Red Cross conventions then 
in force. At the lengthy conference in Geneva last summer, 
when nearly =v. countries negotiated four new Red Cross 
conventions, the Russians (and several east European govern- 
ments) were not only represented, but were conspicuous for 
the way in which they pressed for the ‘most theoretically 
perfect and comprehensive solutions to the problems involved 
in the care and protection of wounded and sick combatants, 
prisoners-of-war and civilians. This desire for the perfect 
Pattern was again obvious in the reservations made early this 
month when twenty-seven nations met to sign the new con- 
ventions. They evidently sprang from a feeling that the 
conventions, as they stood, did not go nearly far enough. 
The representatives of western countries, on the other hand, 
claim to have taken a more practical approach, and 
have been concerned to secure conventions which are reason- 
ably foolproof and legally enforceable, even if incomplete 
and imperfect. 

Three of the new instruments are designed to strengthen 
three prewar conventions on the care of sick and wounded 
combatants and on the treatment of prisoners-of-war. 
The categories of persons to whom the rights and privileges 
of prisoners-of-war must be accorded have been enlarged to 
include members of organised resistance movements wearing 
a distinctive badge or uniform and carrying arms openly. 
But the qualifications attached to recognition of these partisans 
(which would actually have excluded most of those operating 
in the last war) are a reflection of the fear of fifth columns 
which events since 1944 have inspired. 
























A Word to an Angry 
Contemporary 


Respect for the gentlemen whom we have reluctantly 
felt it our duty to oppose in their well meant attempts to 
improve the condition of the needle women of London by 
a large scheme of emigration . .. have rendered it impos- 
sible, in treating on that subject in a foregoing article, to 
allude to the coarse vituperation of a morning contem- 
porary, against the remarks which we made last week. A 
subject so deeply important to the interests of humanity 
cannot be handled in the spirit and style adopted by our 
contemporary. The Economist is “the Hudson of the 
press "—because it is notorious for its “ garbled statistics ” 
—* doctored estimates,” and “cooked tables.” Hard 
words these (though it is difficult to understand wuat they 
have to do with the subject under discussion)—but they 
are not the more true from being hard. . .. 

We lay claim to no special exemption from error. We 
do not mean to say that unimportant errors do not exist 
in some of the figures which are to be found in the pages 
of the Economist (though we are not conscious of any); 
for it is not uncommon to find two official returns, pur- 
porting to give the same information, differing slightly 
from each other. But we do challenge our contemporary 
to point out a single instance, during the whole of the 
years this journal has existed, in which inaccurate statistics 
were used for the purpose of propping up any deduction 
or theory, any inaccuracy, which, if corrected, would in 
any material degree alter the result. In estimates and 
statements derived from ordinary commercial advices, we 
are, like all others, dependent on the judgment and 
opinions of correspondents ; and such figures can only be 
taken by any one with such latitude. But we challenge 
our contemporary to point out a single case in which 
statistics have been applied inaccurately, with a view to 
any particular result, and which depended on such 
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The fourth convention is the first ever to be completed 
on the care and protection of civilians. It is designed to 
protect both those who are stranded on the battlefield 
between opposing land and air forces, and those belonging 
to a country overrun and occupied by the enemy. It attempts 
to prevent any repetition of the concentration and forced 
labour camps in which so many millions of civilians suffered 
in the last war. One of its chief provisions—for the estab- 
lishment of neutral safety zones—provoked much controversy 
and showed up the difference between the Soviet and western 
approaches. Russians wanted establishment of these 
zones to be obligatory on all signatories of the convention. 
The British delegate—true to form—pointed out the practical 
difficulties involved, especially in small countries. It was 
decided as a compromise that these zones “ may” be set up 
by mutual agreement between combatants. 


It is easy enough to be cynical and realist about these 
conventions both because of the way they have been violated 
in the past and because of the impossibility of enforcing 
them save by an appeal to the human conscience. But the 
Red Cross idea must be judged by the good which it has 
achieved and not by the evil which it has failed to prevent. 
Many countries in the past have loyally fulfilled their obliga- 
tions under these conventions. untless soldiers, sailors 
and airmen remember with gratitude the aid of individuals 
inspired by the spirit of the Red Cross. It is most important 
that this tradition of mercy should be maintained at least in 
the continent that produced it. 


* * * 


Commercial Education 


Those who have doubts whether there is such a thing 
as commercial education will have them confirmed by 
the report of a committee on this subject of which Sir 
Alexander Carr-Saunders was chairman.* The argument 
which strives to make bedfellows of general education and 
the acquisition of technical skills in typing, shorthand, book- 
keeping and other commercial subjects is, it seems, a poor 
matchmaker. 


The report is sensible enough in attempting to eliminate 
typing and shorthand from the curriculum of the secondary 
modern schools whose pupils leave at fifteen, and in depre- 
cating any teaching of the techniques of commerce in the 
universities. What it does not do is to carry conviction that in 
the various schools and institutions between these lower and 
upper extremes, the teaching of commercial subjects is any- 
thing but the teaching of techniques—techniques essential 
for a livelihood and for modern society but not in any proper 
sense educational. It is for this reason that the suggestion 
that in addition to secondary grammar, technical and modern 
schools, there should also be secondary commercial schools 
is to be deplored. Secondary education is already quite 
sufficiently divided. 


The strongest argument in favour of providing commercial 
education in schools after the age of 15 is that failure to do 
so will encourage parents to remove their children to some 
of the less desirable institutions where general education is 
given no more than lip-service. If a boy or girl can be said 
to be learning commercial skills in school, then his parents 
may consent to leave him there and he may thereby continue 
his education proper. There is some str in this argu- 
ment, but it is not altogether honest. Secretarial skills are 
better learned intensively, and not scattered among normal 
school subjects. 


On the question of commercial education at the universities, 
the Committee found that the majority of the business men 
whom they consulted were lukewarm towards the idea of 
degrees in commerce, and were, by and large, indifferent to 
subjects which their recruits had studied at the universities. 
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* Education for Commerce. HMSO. Is. 6d. 
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Letters to 


Soviet Statistics 


Sir,—Much in Soviet “ statistics,” especially the indices of 
industrial production and national income, is simply propa- 
Most other data are inaccurate, incomparable for one 
or another reason, or otherwise defective. The reviews of the 
Soviet economy in The Economist in the past two years were 
almost entirely based on those data and are not likely to bring 
amy clarity with reference to the Soviet potential. Space 
permits to mention only three items. 


In the issue of December 25, 1948, it was stated “ the record 
gain crop harvest of 1940 (or of 1948) was only fifty per cent 
or so above Russia’s crops before the revolution.” This state- 
ment was made with disregard of the fact that before the 
revolution the grain crops were underestimated, while the 1940 
and 1948 crops were determined in the field prior to the harvest 
and a considerable discount is needed to bring such estimates 
down to the basis “ harvested.” Before the revolution Russia 
exported over 10 million metric tons of grain and had almost 
twice as many horses than there were in the USSR in 1940, 
horses being heavy consumers of grain. Together with the 
difference in estimating procedure, analysis of the utilisation 
of the grain crops leaves no doubt that in a comparable terri- 
tory the 1940 grain crop was not larger than that of 1913 and 
that the 1948 crop was substantially below both of them. 

In the same issue it was stated, incorrectly, that “ the mass 
of the food-producing peasantry was undoubtedly consuming 
more than it had done before.” The official data on the total 
output of meat and milk, as well as on the distribution of 
foodstuffs by the collective farms to their members and on the 
own production of the latter show that the 1940 diet of the 
peasants was greatly inferior to that of the time either before 
the collectivisation or before the revolution. The peasants had 
less even of bread. In 1948 the situation was still worse. 


The analysis of the Soviet industry in The Economist of 
December 11, 1948, is based on the official indices it money 
terms, characterised introductorily as no good. On the basis 
of those data, the 1948 output appears to have been 14 per 
cent above that of 1940. Official data in physical terms show 
that the 1948 output exceeded the 1940 level only in the case 
of a few important industrial products, namely timber (but 
not lumber), cement, and window glass. The 1948 steel output 
was slightly below 1940 and this makes it irrelevant that the 
output of civilian machinery exceeded the 1940 level. The 
excess in coal output in tons in 1948, if any, was accompanied 
by a greatly increased proportion of poor coals in the total 
output. The 1948 output of consumers’ goods was substantially 
below 1940, of the important cotton goods by almost fully 
20 per cent. Doubt exists only with reference to the exact 
percentage by which the total 1948 industrial output was below 
that of 1940. 

It certainly is important to know how much the USSR 
spends on her armed forces. Basing his statement on the official 
data, your correspondent wrote in The Economist of February 
14, 1948: “total national expenditure on schools is still nearly 
§0 per cent higher than the expenditure on defence. . . . The 
‘cultural revolution’ is still in full swing.” A rouble in the 
Soviet state budget is not equal to another rouble, Producers’ 
goods are relatively the cheapest. Salaries and wages occupy 
the intermediate position. Consumers’ goods are the most 
expensive items, They are made so by turnover taxes, which 
amount to 50-80 per cent of the retail prices of the principal 
such goods. But the armed forces are exempt from turnover 
taxes. The expenditures on them consist largely of cheap 
armaments and likewise cheap consumers’ goods. Expenses 
on education on the other hand are made up mainly by wages, 
which are relatively high, and consumers’ goods for which the 
full price has to be paid. Duly revised, 1948 expenditures on 
the armed forces were more than 50 per cent above those on 
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the Editor 


all cultural expenses, which in addition to education include 


health services, social security, and help to mothers with 
numerous children. 


The data on grain production are taken from my Socialist 
Agriculture of the USSR, Stanford University, 1949, 
PP. 532-550; On grain utilisation pp. 550-62 and 748-60, and 
on consumption of animal products pp. 91-96. Data on indus- 
trial output and allocation of national income and budget are 
from my talk delivered in Washington D.C. a short time 
ago.—Yours faithfully, NAUM JASNY 

Food Research Institute, Stanford University, USA 


[The main argument in the criticised article on Russian 
agriculture was that the development of Soviet farming was 
highly inadequate in relation to the needs of the Soviet 
economy. This was shown to be true even in the light of 
official Soviet statistics. Our argument is strengthened, and 
not weakened, if our critic’s view of Soviet farming is correct. 
Some discount of Soviet harvest estimates ought probably 
to be made; but it is highly doubtful whether it should be 
as large as Mr Jasny suggests. If Soviet grain harvets in 
1940 and 1948 had not exceeded the crop of 1913 several 
questions would have to be explained: how did the Soviets 
manage to feed, even on a minimum basis, their urban popu- 
lation which grew by about thirty million people within little 
more than the last prewar decade ? Where that section of 
the peasantry that has been diverted from production of food 
to the cultivation of technical plants fed from? Last but 
not least, how did the Soviets manage to lay in their emergency 
stocks of grain in the thirties, which by all accounts were 
enormous and which did after all help Russia to survive and 
fight after the loss of the Ukrainian granary ? 

Our statement about increased rural consumption of food 
was based inter alia on accounts of agriculturists who, as 
deportees, worked on Soviet collective farms and who were 
not inclined to view the collective farms through rosy 
spectacles. We should be very surprised if official Soviet 
statistics (which, Mr Jasny says are “simply propaganda ”) 
showed the peasants’ consumption to be “greatly inferior ” 
to pre-revolutionary standards. 


Mr Jasny’s attempt to determine the real value of the 
Soviet expenditure on education and health services is nut 
convincing. Average wages and salaries paid to the Soviet 
teaching personnel are not higher—they may indeed be lower 
—than those paid to army officers or civilian officials and 
workers. Books and school aids are among the cheapest con- 
sumer goods in Russia. Soviet education must be criticised 
and the ground of its one-sided, propagandist character ; but 
in part it is precisely for this reason that it holds a very high, 
indeed—the highest—priority in governmental expenditure. 

Some of the points about the industrial situation raised by 
our critic were made in the criticised articles ; on others Mr 
Jasny is not convincing. The rise in the output of “ civilian 
machinery” is certainly not irrelevant for an estimate of the 
value of the total industrial output, even though the output 
of coal and steel is relatively inadequate, as was repeatedly 
pointed out in The Economist’s surveys, including the one 
criticised by Mr Jasny. 

Finally, a few words about the treatment of Soviet statistics. 
Anybody who takes the trouble to re-read the criticised 
articles will find out how dishonest and ludicrous is the 
suggestion that they were based on an uncritical acceptance 
of Soviet statistics. The student of Russian economics is 
likely to commit errors of over-estimation or under-estima- 
tion, in part because of the fragmentary and deliberately vague 
character of the information available. In the heyday of the 
Russian alliance western commentators tended to over-rate 
Russia’s industrial achievement. The prevalent tendency now 
is to under-rate it, as was strikingly illustrated in the assump- 
tions made until recently about Russia’s technological 
incapacity to solve her atomic problem quickly. The 
Economist’s surveys of the Russian economy have been con- 
ducted on the principle that economic research should not 
be affected by political sentiment about Russia.—Eprror.} 
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Fabulous Survival 


“Human Action: A Treatise on Economics.” By Ludwig 
von Mises. Hodge. 880 pages. 42s. 


PROFESSOR VON Mises holds among economists an almost 
legendary position ; he is the limiting case, the last heir of 
Bastiat and Senior, the ne plus ultra in laisser faire theory. 
Few in Great Britain have actually read his works; few, 
presumably, will read “Human Action.” Nearly 900 pages of 
relentless Teutonic philosophy offer too repellent a prospect. 
This is a pity. “Human Action” is a magnificent book ; 
intellectual power roars through it like a great wind ; it has 
the impetus of first-rate polemic and the impeccable coherence 
of Euclid. Its language is appallingly stiff for anyone untrained 
in formal logic, its style is heavy, and its manners often down- 
right bad; but the thought thus unbecomingly clothed is 
crystal clear and the pursuit of its development is an intellectual 
delight. 


Having said this, one can only add that as a guide to policy 
“Human Action ” is irrelevant almost to the point of craziness. 
Individuals rationally seek to better themselves ; in Professor 
von Mises’ words, to “remove uneasiness.” Such is the 
primary datum of praxeology, the “ science of human action ” 
which comprises economics. From this datum there follows 
the impossibility (apart from Government intervention) of 
trade cycles, general unemployment, exploitation, monopoly 
(except in unimportant and temporary instances) and war ; the 
folly of collective bargaining, the social services, the Pure Food 
and Drugs Act, and credit control ; the unconditional equiva- 
lence of profitability and public interest ; and the unqualified 
imbecility of Lord Keynes, Professor Pigou, Professor Myrdal 
and indeed practically every major economist of the last half- 
century. It is not, of course, an intellectual crime to be in a 
minority of one ; but the arrogance with which Professor von 
Mises dismisses al] contemporary economics without ever con- 
descending to meet his adversaries on their own ground is 
nevertheless remarkable. (He does, indeed, punctuate his 
exposition some half-dozen times to remark, in effect, “ so much 


for Keynes,” but this is not controversy, it is dogmatism. In_ 


fact, he never begins to confront the General Theory, let alone 
refute it.) 


His failure, however, is not merely a failure to recognise that 
there may be something wrong with Say’s Law of Markets. 
It lies far deeper. What his science of human behaviour ignores 
is that human inconsistency, irrationality, and _ intellectual 
immaturity are just as much primary data as are that power 
of rationally envisaging means of self-betterment which dis- 
tinguishes man from the beasts or that deficiency in perfect 
altruism and charity which distinguishes him from the angels. 
To modify, as for any realistic purposes one must, his primary 
axiom in this sense is to undermine the whole majestic structure 
built on that axiom. To assign, in consequence, a possibly 
positive and useful role to State intervention in the self-better- 
ment process is not, necessarily, as he asserts, to project onto 
the state one’s own autocratic value judgments. It is merely 
to recognise that in some respects (e.g. in respect of time 
horizons, of gross discrepancies of economic power, of gross 
divergences between immediate private and other benefit) 
reasonably well chosen individuals at the vantage point of 
central authority may, in spite of their own deficiencies, use- 
fully correct or counter the irrationalities of the other 
individuals making up the general public. This—not merely 
the mystical claptrap of the supreme state, not merely the 

‘superiority of the all-in economic plan, not merely the wisdom 

and consistency of existing governments—is what Professor 
von Mises denies. Thus he discredits the cause which he has 
moet at heart, the cause of freedom, reason, and progress, and 
fortifies tyranny, unreason and stagnation. 
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Publications 


A Main of Gasmen 


“The History of the Gas Light and Coke Company, 1812- 

1949.” By Stirling Everard. 383 pages. Benn. 63s. 
Tue sober title of this inordinately expensive book covers a 
lively story of the men who started the first gas company in 
the world and developed it into the largest. The founders of 
the Chartered Company faced entirely novel problems of 
organisation and technique, and met them with ingenuity, 
enterprise, and improvisation. For fifty years the Company 
had direct competition to meet. This was sometimes sharp, 
and the accepted rules were fairly wide ; they allowed you to 
connect a new consumer to your competitor’s mains. and 
then try to charge him for your competitor’s gas. But it was 
thought to be going too far when, the Chartered Company 
having won so notable a consumer as the Duke of Sutherland 
from a competitor, the losers not only disconnected their own 
service pipe, but also cut the Chartered main, inserted a large 
lump of clay, and reconnected it. Lest this should be thought 
fanciful, the twentieth century can offer parallels: the author 
quotes a local authority which in the middle jes filled 
up the gas pipes in its council houses with concrete, thus at 
once helping its electricity department and protecting its 
tenants from freedom of choice. The early Governors appear 
as enterprising, long-suffering, patriarchal men, willing io 
experiment, ready to forgive and forget when a sufficiently 
penitent defaulter came before them. It can only have been 
after much provocation that they decided to stop selling gas 
on credit to “ Billiard Table Keepers or Gaming Houses when 
the proprietors are not known.” 


After 1860, local monopoly took the place of the cut and 
thrust of direct competition ; the Governors lost their faint 
halo, and became solid personages with whiskers. The Com- 
pany grew and grew, mostly by absorbing its competitors-— 
why, it is never made quite clear—with signs of growing pairs. 
By 1880 competition from electricity was to be reckoned with, 
and the Company began to turn increasingly to cooking and 
heating for its future loads. It never stopped expanding: by 
1939, the Gas Light and Coke Company covered more than 500 
square miles, supplied 1,500,c00 consumers from Southend to 
Windsor with a sixth of all gas sold in the country, and con- 
trolled 30 other gas companies through a holding company. 


Hitler’s war and the aftermath brought new problems for the 
company: the loss of street lighting and of evacuated consumers, 
bombs on gas works, torpedoes in colliers, 6,000 mains broken, 
65,000 service pipes connected, 20,000 incidents for its repair 
gangs, and in May, 1949, socialisation into the North Thame» 
Gas Board. What a pity the successor of The Gas Light and 
Coke Company is not just The Gas Board. After all, that 
title would be at least as accurate as the present one—for no 
miracle of planning can get the Borough of Richmond or the 
Nine Elms Gas Works on to the proper side of the river. 

This book is not an economic history. It raises for the 
student more questions than it answers. It is startlingly bare 
of tables or charts. But it is a first-class, if kindly, story of 
human endeavour and achievement. It stirs a hope that in the 
North Thames Gas Board the soul of the Gas Light and Coke 
Company may go marching on. 


Theory and Action 


“Economic Thought and Policy.” By D. H. MacGregor. 


Home University Library. 177 pages. 55. 
With this volume the Home University Library diverges 
perceptibly from its usual pattern. To define such a pattern, 
common to a large range of contributors, may seem rash ; 
but it is possible to discern, as a rule, the guiding principle 
that matter and presentation may demand of the reader 
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jntelligence, assiduity, a wide vocabulary and an educated habit 
of thought, but no prior special knowledge of the subject. 
Professor MacGregor’s contribution to this series is sufficiently 
stimulating, urbanely written, intrinsically interesting and 
generally civilised, to encourage the reader wholly unversed in 
economics to persist hopefully long after he has really ceased 
to follow the argument. But any such reader who succeeded 
in really profiting by Chapter Two (“The Representation of 
Supply”: perfect and imperfect competition, marginal and 
average costs, supply curves and Marshallian “ particular 
expenses ” Curves, etc.) would have some claim to recognition 
as an intellectual paragon. 


In another respect, too, Professor MacGregor diverges from 
the norm, which is that of a complete monograph with a 
beginning, a middle and an end, devoted to the development 
of a single theme. The matter of this book consists of half 
a dozen related, but only loosely related, essays whose subjects 
range from the changing content of the Malthusian theorem 
through the origins, development and dissolution of laisser 
faire theory, the anticipations of Keynes to be found in the 
classical economists, and the rationals of democratic socialism, 
to the economic aspects of war. The connecting link is 
implicit in the title ; theory and policy interact and can only 
be fruitfully considered each in relation to the other’s con- 
temporary development. But there are few references back, 
in succeeding chapters, to the conclusions or arguments of 
their predecessors. 


Not all these essay-chapters are, mercifully, as stiff as that 
on the Representation of Supply ; and all alike display a quality 
which one associates particularly with Professor MacGregor’s 
master of forty years ago—Alfred Marshall: a certain breadth, 
a capacity for seeing both wood and trees and displaying them 
in proper perspective, an equal ease in technical and non- 
technical exposition, and a total lack of the odiwm theologicum. 
This is a valuable addition to a valuable series. 
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Genes and Defects 


“ The Biology of Mental Defect.” 
Sidgwick and Jackson. 


By Lionel S. Penrose. 
240 pages. 215. 


Lest the general reader should be deterred by its uninviting 
title from exploring this book, it should be stated at once 
that less than one-third of it is devoted to clinical description. 
The remainder demands only an elementary knowledge of 
genetic and statistical principles, and will be of wide interest 
to all those concerned with education, delinquency and crime, 
eugenics and sociology. 


Of the numerous topics discussed, two are of particular 
and immediate interest. First, it is well known that mild 
defectives and borderline defectives have a much higher 
fertility than the more intelligent groups of the population, 
and it has often been asserted that implicit in this fact is 
the threat of a decline in the general intelligence of the nation. 
The author answers this assertion with an ingenious explana- 
tion of how different fertility rates in various social groups may 
yet be consistent with biological equilibrium. 


On the subject of eugenic measures Professor Penrose is 
extremely cautious—in contrast to dogmatic statements which 
have been made by some radical but ill-informed enthusiasts. 
From deep knowledge of his subject he casts doubt upon the 
eugenic efficacy of such measures as the sterilisation of defec- 
tives, and even goes so far as to conclude :— 


Subcultural mentality must inevitably result from normal gene- 
tical variation and the genes carried by the fertile but scholasti- 
cally retarded may be just as valuable to the human race, in the 
long run, as those carried by people of high intellectual capacity. 


This is a point of view seldom expressed ; coming from such 
an authority, and with such a weight of evidence behind it, it 
must command respect. 
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Fleet Street 





Where the pound now buys more 


Just a year ago, the average number of people 
buying the Daily Mirror every day was 3,700,000, 
To reach this number of prospective buyers, 
advertisers spent £14.16.4 on every column inch 
of space. 

Now, the number of people buying the Daily 
Mirror each day has gone up to over 43 million, 
With the largest daily sale in the world, adver- 
tisers still only pay £14.16.4 per column inch. 

In other words, in twelve months the value 
of the pound invested on space in the 
Daily Mirror has increased by 216%. 

‘To advertise to 1,000 people costs only 
‘79 of a penny per column inch. 


Daily Mirror 


THE GREATEST INFLUENCE IN DAILY JOURNALISM 
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AMERICAN SURVEY 





Paper, Paper Everywhere 


(From Our American Staff) 


HE American daily press is, since the moral collapse of 

so many of the British penny papers, the best in the 
world. Unfortunately, it is not nearly as good as its owners 
and operators believe it to be. And it is not improving. Nor 
is it likely to improve as long as the present mood of mutual 
congratulation obscures the need for self-examination. Pienty 
of stirring speeches are made at banquets, where the freedom 
of expression in the United States is extolled and compared 
with its absence behind the iron curtain. But such speeches 
are unnecessary. Nobody denies that even the Hearst press 
is preferable to Pravda and any comparisons should be drawn 
with some higher standard. 


When the ridiculous charges of Mr Racey Jordan against 
Mr Harry Hopkins were spread across the front pages, his 
story, that atomic secrets had been given to the Russians 
during the war, collapsed as quickly as the press had inflated 
it. Mr Luce’s publications, having been approached some 
time earlier by Mr Jordan and taken the elementary precau- 
tion of checking what he had to say, delivered some well- 
merited lectures. “For making such a gullible spectacle of 
itself the US press had only its own bad reporting to 
blame,” said Time, while Life added that the public had been 
“misled and insulted by a disgraceful abuse of the news.” 
Although many newspapers that should have known better 
were guilty in this case, those that value their reputation 
above their circulation were not. But it is not in these 
occasional, and sensational, incidents that the American press 
is failing to maintain the high standard it affects, but in its 


' Gay-to-day lack of attention to details. 


w 


The newspapers in the United States suffer, above all, 
from a surfeit of newsprint. To this surfeit nearly all their 
weaknesses can be traced. It is obviously impossible for 
any one man to edit a paper of over a hundred pages and, 
without the firm hand of an editor, even the New York 
Times, the most valuable of them all, becomes a diamond 
mine when it should be a jeweller’s shop. It is the job of 
an editor to do the mining and present the results to his 
readers. Too often they are left to do their own. So large 
a paper must also, if it is to fill its space. employ many men 
whose talent for their job is doubtful. The best are used as 
reporters, and sub-editing is often left to the ignorant and 
illiterate. 

Size is also responsible for the divorce of editorial opinion 
from the news. Since few papers have enough presses to 
print a whole edition at once, leader pages and, in some 
cases, whole editorial sections are printed early in the day. 
The leading articles are, therefore, comments on the news 
of the day before, and often have no relevance to any news 
in the same paper. At times stories and comment in the 
editorial section are made unnecessary or ridiculous by later 
stories in the news pages. 

These are technical problems, and they are technical prob- 


lems created by the surfeit of paper. There are also 
moral problems, of which the pressure of the advertiser, who 
is impotent when paper is scarce, is the most dangerous. 
The existence of this pressure is always hotly denied, even 
in the face of strong circumstantial evidence. The history 
of the attempts of the Arab Information Office to place adver- 
tisements in the New York Times and the New York Herald 
Tribune to counteract the flood of Zionist advertisements 
does not suggest its absence. Nor does a recent incident in 
Washington. The Great Atlantic and Pacific Tea Company, 
against which the US government is bringing an anti-trust 
suit, had been placing without difficulty full-page advertise- 
ments attacking the government’s case. The National 
Federation of Independent Business, representing the small 
business man on whose behalf the government’s action was 
being taken, tried to place an advertisement supporting the 
government. It was refused by three of the four Washington 
dailies, the Washington Post \ater exp!aining that it “ rejected 
the advertisement because it seemed possibly libellous.” 
Nevertheless, the advertisement was printed, with impunity, 
by one of the papers, whose management admitted airily 
that they probably would not have accepted it if they. like 
the other three, normally received any advertising from the 
“ae. 


A more regular source of irritation than the effect of 
advertisers on policy is their effect on the appearance of the 
paper. To accommodate their needs, stories are cut up and 
shreds of them printed in different parts of three or four 
columns. The Washington Post (which in many other 
respects, it should in fairness be added, is one of the best 
newspapers in the country) some time ago achieved eminence 
in this sport ; it managed to print all but two lines of a story 
in one column and then divided the balance between two 
others—one line to each. 


* 


The competition for advertising affects the policies and 
the appearance of newspapers and distends their bu'k to a 
point where they cannot be properly edited. The competi- 
tion, equally fierce, for news has largely destroyed all style 
and literacy in its presentation. The ability to find news is 
more important than the ability to write it coherently. 
Reporters are becoming more and more technicians in news- 
gathering. If an editor were to dismiss one of his staff on 
the grounds that he could not write, the reason would be felt 
to be irrelevant. The form of a story has been standardised. 
and almost anybody can be trained to pour his own into the 
mould. The whole story must be compressed into the 
leading paragraph and then its separate parts expanded in 
later paragraphs. As editions follow each other and new 
stories appear, with more importance, or at least more 
novelty, the original story can be shortened by cutting off 
its tail again and again until only the first paragraph is left. 
And after each operation the story must still seem complete. 
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During the war the pressure was relaxed. There was 
more advertising than paper ; the cost of living and, there- 
fore, of producing a newspaper was not rising fast ; and the 
costs of employing war correspondents was largely paid for 
by a grateful Army and Navy. But since 1946 costs have 
gone up steadily and staffs have, as a consequence, shrunk. 
There are few left of the great corps of foreign corre- 

ents who worked in Europe and the east during the 
nineteen-thirties ; one of them is Mr A. T. Steele of the New 
York Herald Tribune, who is still abroad. Mr Drew 
Middleton of the New York Times and Mr Howard K. Smith 
of the Columbia Broadcasting System, both of whom began 
work in the last days of the golden period, are the only new 
names fit to place beside those of the men who awoke the 
United States ro the danger of what was happening to the 
world before 1939. 


To take the place of that brilliant band of individualists, 
there has been an extension of the use of the columnist and 
of the new agencies, The good columnists— Mr Walter Lipp- 
mann, the Alsop Brothers, Miss Marquis Childs, Doris 
Fleeson and Mr. Thomas Stokes—though they must be 
tempted, when they remember the size of their readership, to 
become pontifical, have great value in a country where dis- 
tance prevents any newspaper from getting more than a local 
—or at best a regional—following. For a few dollars a day an 
editor in a small town can get material he could not afford 
in any other way. But there are also bad columnists and 
ignorant ones. Recently, one of them gave a detailed account 
of very confidential decisions which, he said, had just been 
made by King George of Greece. Most of the editors who 
subscribed to his column forgot that King George had been 
dead two years, and printed the story. 


That, in spite of its many weaknesses, the American press 
should be the best in the world should be a matter of concern 
instead of congratulation. Time and Life, having decided 
that one episode “ should give pause to every publisher, news 
editor and radio executive in the land”, might well tackle 
next the growing slovenliness of newspaper production. By 
testing Mr Jordan’s story and finding it wanting, the Luce 
papers showed a greater sense of responsibility than many 
of their daily contemporaries. They also set an example in 
production, in careful editing and in writing. There are 
many complaints about Time’s style—but it has a style. 
No daily paper, except the Christian Science Monitor, which 
is in a class by itself, can say as much. 


A Creed for the Free 


[FROM OUR AMERICAN STAFF] 


Unix very recently, the poverty of political thought in 
the United States has been conspicuous when contrasted with 
the wealth of achievement that has taken place within the 
prevailing governmental system. That system was, of course, 
thought out in the eighteenth century. Except for re- 
phrasings by Abraham Lincoln during the civil war period 
of the eighteen-sixties, very little has been done to restate 
the theory in terms of modern complexities. To an extent 
that is continually surprising to visitors from across the 
Atlantic, political orators and writers depend on the phrases 
of Adams, Jefferson, Hamilton or Jackson to make their 
points, and even to explain what is happening. In an era of 
Streamlined trains and supersonic air flights, most of the 
political thinking of the United States is still in the horse and 
buggy age. 

This gulf between the word and the fact has, in the last 
three decades, rendered the American particularly vulnerable 
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to attack from nations provided with a more up-to-date 
political vocabulary. It is, in part, the reason why the 
criticisms of Karl Marx are accepted as modern. They may 
be a century old, but at least they were written in sight of 
factories rather than of fields. The other reason is that his 
attack, and that of his followers, is directed not so much at 
the ideological basis of democracy as at its functioning, Marx 
and the Marxists insist that industrial capitalist democracy 
will not work and that it is certain to collapse of its own 
weight ; to an American, that is a criticism to be taken far 
more seriously than any assertion that there is about it some- 
thing morally or philosophically wrong. 

The American understands things that work, he likes 
things that work well, and he will defend them for the reason 
that they work well even if in so déing they approach the 
border of a moral doubt. It is no accident that the most 
distinguished American contribution to philosophic thinking 
is William James’s formulation of the empirical doctrine. 
Confidence in, and justification of, the thing that works well 
is bred in the American bone. 


* 


Until the great depression, democracy worked well enough 
in the United States, and when it failed to work there was 
at hand no group of articulate critics to insist, loudly enough 
to make a permanent impression, that they knew a way which 
would work better. But the depression of the nineteen- 
thirties brought about the conversion to Communism of a 
group of men who were far more persuasive than earlier 
heretics had been. Moreover, they could point to a great 
country which was operating under Communist doctrines 
and at that time, and across a distance of six thousand miles, 
the manner of that operation, as well as its purpose, was 
veiled in happy illusion. 


Ever since then, and despite the evidence accumulated 
during the war, a secret doubt has gnawed at the back of the 
American mind, a fear that perhaps the Communists may be 
right, that perhaps eighteenth-century doctrines are not 
adequate to the strains imposed by modern industrialism, 
perhaps the great depression was in fact the first sign of the 
coming downfall. The doubt made a few converts to Com- 
munism, most of them temporary and many of them frivolous. 
What was more important, it created a state of shock, which 
in turn produced fear, denial, and then, in order to ward off 
fear and to bulwark denial, a neurotic persecution of people 
who could be suspected of thinking, for as long as a single 
moment, that the Communist doctrine might work better 
than does the democratic doctrine on which the United States 
is founded. 

It is only against this background that one can understand 
the real importance of the reassessment of American 
democracy which Dr Vannevar Bush has carried out.* His 
is an affirmation, in the most modern and concrete terms, of 
those verities which the American must believe or die. It 
is made with all the vigour of which a highly trained New 
— Modern Arms and Free Men,” by Vannevar Bush. Simon and 
Schuster. New York, 1949. $3.50. 


‘*AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 


Correspondent’’ or ‘‘ From a Correspondent in Ohio’’ 
are rein outside contributors. Everything printed 
without attribution is prepared in London. 
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England mind is capable. Not only does he assert that 
democracy is still a good thing—far better than any com- 
peting system yet invented. He also says that it will last 
longer than others for the very reason that it is more flexible 
and more adaptable to the changes that come with growth. 
These are standards of judgment that Americans understand, 
stated in a form from which they can take renewed confi- 
dence. The statements have the added virtue that they come, 
not from a politician or a professor (Dr Bush’s professorial 
functions are sufficiently outgrown not to prejudice his 
authority), but from a scientist with an engineering back- 
ground. It took a war, and four postwar years of probing 
the performance that lies behind Soviet diatribes, to produce 
the finest statement yet made of the case for twentieth-century 
industrial democracy. This book is the fruit of four years 
of listening to the words of the Molotovs, the Vyshinskys, the 
Gromykos and the Lysenkos, quite as much as of testing 
the American performance. 


* 


Dr Bush makes his attempt to measure and analyse the 
strength of the democratic process as part of his discussion 
of the present role of science in ministering to it. He did his 
early work at the Massachusetts Institute of Technology and 
went on to the Carnegie Institution in Washington, which 
oversees the wide-flung scientific research endowed by the 
late Andrew Carnegie. In that position he was expected to 
measure the progress of the most advanced work being done 
in the various sciences throughout the United States. 


It was with that background that Dr Bush was, in 1940, 
made chairman of the National Defence Research Committee, 
the nucleus of the larger Office of Scientific Research and 
Development. That same year the Advisory Committee on 
Uranium, parent of the Manhattan District Project and the 
atomic bomb, was placed under his direction. 


It is therefore from a position of particular advantage that 
Dr Bush surveys what has been done and what lies ahead. 
He disclaims the role or the temperament of a prophet. He 
states his two chief conclusions at the beginning of his book 
with the humility of a scientist advancing hypotheses which 
he intends to prove: — 


I believe, first, that the technological future is far less 
dreadful and frightening than many of us have been led to 
believe, and that the hopeful aspects of modern applied 
science outweigh by a heavy margin its threat to our civilisa- 
tion. I believe, second, that the democratic process is itself 
an asset with which, if we can find the enthusiasm and the 
skill to use it and the faith to make it strong, we can build 
a world in which all men can live in prosperity and peace. 
He then challenges his readers to play their part that this 

may not fail: — 

We cannot take refuge in the assertion that these are 
matters for specialists. . .. We are not a dictatorship, where 
a single distorted mind names the tune and all the lackeys 
dance to it. We are a free people, and as we think so will 
our public servants act. 

Here, in this book, are the words that bridge the gulf 
between the founding fathers and atomic power. It is a weapon 
in the cold war made to America’s hand, and if it is used 
with the same depth of understanding that has gone into its 
writing the future of the country will have a quality of great- 
ness which has been lacking in high places for much too long. 
But it is more than that. Dr Bush knows that neither the 
United States nor its fellow democracies will stand long if 
they try to stand alone. Here is a chart for the second half of 
the twentieth century which free men wherever they are will 
do well to ponder. 
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American Notes 
A Prosperous New Year 


The stock market is seeing out the old year from new 
peaks; the Dow-Jones industrial average, already higher than 
at any time since 1946, is nearing 200. The automobile 
industry’s Christmas gifts to the country are the smoother 
shinier, cheaper new models with which it expects to go on 
breaking sales records next year. Department store owners 
were cheered by taking in more money and selling more 
goods in the last weeks before Christmas than ever in their 
history, after disappointing business during the autumn and 
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early winter. The Federal Reserve Board’s New Year greet- 
ing is a prophecy that in 1950 credit will not contract as 
much as it usually does during the early months of the year. 


_ This buoyant mood is very different from the apprehen- 
sions with which 1949 was ushered in, and which now, in 
the light of the short and mild mid-year recession, seem 
almost laughable. Last spring business took the dose of 
deflation that it had been dreading for years, and found it 
not a poison, but a tonic. It may have to swallow a second 
and less pleasant dose before the end of 1950, but meanwhile 
its self-confidence has been sustained by the Secretary of 
Commerce’s forecast of a prosperous New Year, based on the 
present satisfactory health of the national economy. Mr 
Sawyer’s year-end figures show that gross national produc- 
tion in 1949, at $259 billion, was only 2 per cent below 
1948's record and the same was true of net national income, 
at $222 billion; furthermore, the reduction was accounted for 
by a fall in prices. Employment, however, also fell by 2 per 
cent, to 58,500,000, and this drop, coupled with the increase 
in the labour force, brought the average number of unem- 
ployed up to 3,500,000. 


While total wages and salaries were higher, both in value 
and purchasing power, than in 1948, earnings of both farmers 
and corporations declined. The output of crops was the 
largest since 1932, but plentiful supplies and reduced foreign 
demand brought agricultural prices down. Industrial prices 
were also lower, and so was industrial output. It was still, 
however, 66 per cent above 1939 and at a level at which it 
might well be stabilised, in the opinion of the National Asso- 
ciation of Manufacturers. Consumer goods industries, such 
as textiles and electrical appliances, which were especially 
sorry for themselves during the summer, have picked up 
well. Moreover, their prospects for the next few months are 
good, since Christmas sales have drained stocks, which had 
in any case fallen unusually low during the recession ; the 
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depletion of inventories during 1949 is one of the year’s 

notable differences from 1948. With the entiation of sia: 
mobile manufacturers, the durable goods and metal-working 
industries are still ailing and their condition has been made 
temporarily worse by shortages following the recent steel 


The rise in steel prices may put a further brake on business 
plans for new plant and equipment. Construction of this 
kind has been falling below 1948 levels since last spring. 
But this decline has been more than offset by increases 
in public works and in house building ; construction in 1949 
was valued at $19 billion, 3 per cent higher than in 1948. 
After dropping off in the early part of the year, building 
activity revived surprisingly and contract awards were still 
breaking records at the end of the year. This unexpected 
trend is the source of much New Year optimism, since new 


* houses mean new demands for equipment, furniture and 


fabrics. 


x x * 


Republicans Look Right 


Fifteen Republicans selected this week in Chicago by 
the National Chairman have been entrusted with the task of 
drawing up their party’s New Year resolutions: a formula 
which at one and the same time will answer the growing 
doubt of the rank and file as to what the party stands for, 
and will also guarantee success in the 1950 elections. The 
strategy Committee was in no doubt about what was required ; 
the Republicans must turn their backs upon the temptations 
of the welfare state, abandon “ me-tooism,” and strike out in 
relentless opposition to everything the Fair Deal stands for. 
The ferocious anti-New Dealers who are included in Mr 
Gabrielson’s policy group will not find it difficult to follow 
the recipe. 

For over a decade, it has been the lament of the conserva- 
tives that Republican candidates slavishly danced to the 
tune called by the Democrats, only stopping to assure the 
voter that they could play it better, and more cheaply. Mr 
Dewey was bitterly attacked on this score after both his 
defeats ; and the announcement that he does not propose 
to try again in 1952 weakens a moderating influence on the 
extreme right wing. A magnet turning it even further to the 
right this year is the necessity of persuading the party’s rich 
contributors to replenish a treasury down to a mere $90,000. 
A figure of nearly $2,000,000 has already been approved for 
the Congressional campaign in 1950; this dollar gap must 
somehow be bridged. 


* 


The party leaders who met in Chicago are convinced that. 
there is a Republican happy hunting ground among the 46 
million voters who failed, last November, to go to the polls 
and that they can be galvanised into activity by an aggressive 
campaign. But Senator Vandenberg’s first action, after his 
illness, was to come to the defence of the bi-partisan foreign 
policy which a number of Republicans include in their 
blanket condemnation of me-tooism, and most of the party's 
teal policy makers in Congress have yet to be heard from. 


Senator Lodge and Senator Ives have already submitted 
their objections to an undiscriminating policy of opposition ; 
can, if taxed, point out that Mr Dulles lost on such a 
platform in New York, while the solitary Republican victory 
went to Governor Driscoll, a liberal. Senator Taft himself, 
with his nose glued to the Ohio electoral trail, could not either 
conscientiously or profitably attack welfare measures, some 
of which bear his own name. Democratic observers, CO.i- 
sequently, are keeping their fingers crossed. They believe 
t a Republican Conse: to mate 
would guarantee a series of glittering 
but they fear that, as the election approaches, the Republi- 
cans will find their New Year resolutions too costly to keep. 
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Cultivating Latin America 


Mr George Kennan is to precede his two years’ 
sabbatical leave from the State Department’s policy planning 
staff by last assignments in Latin America and Africa. In the 
next three months Mr Edward Miller, the able Assistant 
Secretary for Latin America, will also be meeting the diplo- 
mats who look after US interests in that area. This intensive 
cultivation of the Latin American garden is perhaps inspired 
by a guilty consciousness that, while the United States is 
spraying weedkiller on Communism in Europe and wonder- 
ing how to keep it from spreading to Asia, nearly as noxious 
Fascist growths are shooting up on Washington’s doorstep. 


Last September the Secretary of State deplored the con- 
stant plotting and counter-plotting in the Caribbean area. 
More recently, he has had to condemn the Dominican dicta- 
tor’s demand for power to declare war on his country’s neigh- 
bours as “entirely inappropriate ” to the peaceful principles 
on which hemisphere relations are supposed to be firmly 
based. Even more disquieting has been the surrender of 
Colombia, a country which last year dealt comparatively 
democratically with a threatened revolution, to a dictator 
closely linked with the Spanish Falange. Most disturbing of 
all is the seizure of power in Panama, the hub of America’s 
Strategic communications, by General Arias, who has in the 


past been strongly suspecied of working against US interests 
there, 


* 


The Argentine dictatorship is, of course, an ever-pricking 
thorn in the State Department’s flesh, but there is some hope 
that the pain may eventually be slightly relieved by a com- 
mercial treaty. Negotiations with Brazil are further 
advanced: discussions on the means of encouraging the flow 
of US capital into that country have been going on inter- 
mittently for some morths. A treaty was actually concluded 
with Uruguay in November, the first comprehensive com- 
mercial pact with any American Republic since 1927. It is 
called a “treaty for economic development” and has addi- 
tional importance as a sample of what may be expected under 
the President’s Fourth Point plan for under-developed 
countries. The most noteworthy provisions are those dealing 
with the rights of US investors (and of Uruguayan investors 
in the United States) and with means of easing exchange 
controls. 


Treaties of this kind are intended to fertilise the soil so 
that US private investment abroad may flourish. Such varied 
cultivation by individuals is, in the opinion of the State 
Department, a better answer to the difficulties of the western 
hemisphere than the long-range governmental assistance 
which Latin Americans want. But the repeated postpone- 
ment, amounting to virtual abandonment, of the overdue 
hemisphere economic conference, supposed to be held in 
Buenos Aires, is explained as much by Latin-American 
inability to agree on the form such assistance should take 
as by the State Department’s lack of enthusiasm for either 
assistance or conference. 


+ * * 


Rewiring the CIO 


The piecemeal purge of Communist-led unions from 
the Congress of Industrial Organisations has now reached the 
Office Workers and Public Workers, both of whom have been 
summoned before a committee of three, authorised to 
recommend their expulsion to the executive. The prudence 
of the CIO in tackling its rebellious red-headed offspring one 
by one is demonstrated by the legal difficulties now facing 
the new-born International Union of Electrical Workers. 
The United Electrical Workers, which it is designed to 
replace, has taken speedy refuge in the courts, and has not 
disdained to use the hated injunction to prevent the new 
union from laying hands on the funds and buildings of the 
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England mind is capable. Not only does he assert that 
democracy is still a good thing—far better than any com- 
peting system yet invented. He also says that it will last 
longer than others for the very reason that it is more flexible 
and more adaptable to the changes that come with growth. 
These are standards of judgment that Americans understand, 
stated in a form from which they can take renewed confi- 
dence. The statements have the added virtue that they come, 
not from a politician or a professor (Dr Bush’s professorial 
functions are sufficiently outgrown not to prejudice his 
authority), but from a scientist with an engineering back- 
ground. It took a war, and four postwar years of probing 
the performance that lies behind Soviet diatribes, to produce 
the finest statement yet made of the case for twentieth-century 
industrial democracy. This book is the fruit of four years 
of listening to the words of the Molotovs, the Vyshinskys, the 
Gromykos and the Lysenkos, quite as much as of testing 
the American performance. 


* 


Dr Bush makes his attempt to measure and analyse the 
strength of the democratic process as part of his discussion 
of the present role of science in ministering to it. He did his 
early work at the Massachusetts Institute of Technology and 
went on to the Carnegie Institution in Washington, which 
oversees the wide-flung scientific research endowed by the 
late Andrew Carnegie. In that position he was expected to 
measure the progress of the most advanced work being done 
in the various sciences throughout the United States. 


It was with that background that Dr Bush was, in 1940, 
made chairman of the National Defence Research Committee, 
the nucleus of the larger Office of Scientific Research and 
Development. That same year the Advisory Committee on 
Uranium, parent of the Manhattan District Project and the 
atomic bomb, was placed under his direction. 


It is therefore from a position of particular advantage that 
Dr Bush surveys what has been done and what lies ahead. 
He disclaims the role or the temperament of a prophet. He 
states his two chief conclusions at the beginning of his book 
with the humility of a scientist advancing hypotheses which 
he intends to prove: — 

I believe, first, that the technological future is far less 
dreadful and frightening than many of us have been led to 
believe, and that the hopeful aspects of modern applied 
science outweigh by a heavy margin its threat to our civilisa- 
tion. I believe, second, that the democratic process is itself 
an asset with which, if we can find the enthusiasm and the 
skill to use it and the faith to make it strong, we can build 
a world in which all men can live in prosperity and peace. 
He then challenges his readers to play their part that this 

may not fail: — 

We cannot take refuge in the assertion that these are 
matters for specialists. . .. We are not a dictatorship, where 
a single distorted mind names the tune and all the lackeys 
dance to it. We are a free people, and as we think so will 
our public servants act. 

Here, in this book, are the words that bridge the gulf 
between the founding fathers and atomic power. It is a weapon 
in the cold war made to America’s hand, and if it is used 
with the same depth of understanding that has gone into its 
writing the future of the country will have a quality of great- 
ness which has been lacking in high places for much too long. 
But it is more than that, Dr Bush knows that neither the 
United States nor its fellow democracies will stand long if 
they try to stand alone. Here is a chart for the second half of 
the twentieth century which free men wherever they are will 
do well to ponder. 
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American Notes 


A Prosperous New Year 


The stock market is seeing out the old year from new 
peaks; the Dow-Jones industrial average, already higher than 
at any time since 1946, is nearing 200. The automobile 
industry’s Christmas gifts to the country are the smoother 
shinier, cheaper new models with which it expects to go on 
breaking sales records next year. Department store owners 
were cheered by taking in more money and selling more 
goods in the last weeks before Christmas than ever in their 
history, after disappointing business during the autumn and 
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early winter. The Federal Reserve Board’s New Year greet- 
ing is a prophecy that in 1950 credit will not contract as 
much as it usually does during the early months of the year. 


_ This buoyant mood is very different from the appichen- 
sions with which 1949 was ushered in, and which now, in 
the light of the short and mild mid-year recession, seem 
almost laughable. Last spring business took the dose of 
deflation that it had been dreading for years, and found it 
not a poison, but a tonic. It may have to swallow a second 
and less pleasant dose before the end of 1950, but meanwhile 
its self-confidence has been sustained by the Secretary of 
Commerce’s forecast of a prosperous New Year, based on the 
present satisfactory health of the national economy. Mr 
Sawyer’s year-end figures show that gross national produc- 
tion in 1949, at $259 billion, was only 2 per cent below 
1948's record and the same was true of net national income, 
at $222 billion; furthermore, the reduction was accounted for 
by a fall in prices. Employment, however, also fell by 2 per 
cent, to 58,500,000, and this drop, coupled with the increase 
in the labour force, brought the average number of unem- 
ployed up to 3,500,000. 


While total wages and salaries were higher, both in value 
and purchasing power, than in 1948, earnings of both farmers 
and corporations declined. The output of crops was the 
largest since 1932, but plentiful supplies and reduced foreign 
demand brought agricultural prices down. Industrial prices 
were also lower, and so was industrial output. It was still, 
however, 66 per cent above 1939 and at a level at which it 
might well be stabilised, in the opinion of the National Asso- 
ciation of Manufacturers. Consumer goods industries, such 
as textiles and electrical appliances, which were especially 
sorry for themselves during the summer, have picked up 
well. Moreover, their prospects for the next few months are 
good, since Christmas sales have drained stocks, which had 
in any case fallen unusually low during the recession ; the 
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jon of inventories during 1949 is one of the year’ 
_~ differences from 1948. With the inbigiies Pama 
mobile manufacturers, the durable goods and metal-working 
industries are still ailing and their condition has been made 
temporarily worse by shortages following the recent steel 
strike. 


The rise in steel prices may put a further brake on business 
plans for new plant and equipment. Construction of this 
kind has been falling below 1948 levels since last spring. 
But this decline has been more than offset by increases 
in public works and in house building ; construction in 1949 
was valued at $19 billion, 3 per cent higher than in 1948. 
After dropping off in the early part of the year, building 
activity revived surprisingly and contract awards were still 
breaking records at the end of the year. This unexpected 
trend is the source of much New Year optimism, since new 
houses mean new demands for equipment, furniture and 
fabrics. 


x * t 


Republicans Look Right 


Fifteen Republicans selected this week in Chicago by 
the National Chairman have been entrusted with the task of 
drawing up their party’s New Year resolutions: a formula 
which at one and the same time will answer the growing 
doubt of the rank and file as to what the party stands for, 
and will also guarantee success in the 1950 elections. The 
strategy Committee was in no doubt about what was required ; 
the Republicans must turn their backs upon the temptations 
of the welfare state, abandon “ me-tooism,” and strike out in 
relentless opposition to everything the Fair Deal stands for. 
The ferocious anti-New Dealers who are included in Mr 
Gabrielson’s policy group will not find it difficult to follow 
the recipe. 

For over a decade, it has been the lament of the conserva- 
tives that Republican candidates slavishly danced to the 
tune called by the Democrats, only stopping to assure the 
voter that they could play it better, and more cheaply. Mr 
Dewey was bitterly attacked on this score after both his 
defeats ; and the announcement that he does not propose 
to try again in 1952 weakens a moderating influence on the 
extreme right wing. A magnet turning it even further to the 
right this year is the necessity of persuading the party’s rich 
contributors to replenish a treasury down to a mere $90,000. 
A figure of nearly $2,000,000 has already been approved for 
the Congressional campaign in 1950; this dollar gap must 
somehow be bridged. 


* 


The party leaders who met in Chicago are convinced that 
there is a Republican happy hunting ground among the 46 
million voters who failed, last November, to go to the polls 
and that they can be galvanised into activity by an aggressive 
campaign. But Senator Vandenberg’s first action, after his 
illness, was to come to the defence of the bi-partisan foreign 
policy which a number of Republicans include in their 
blanket condemnation of me-tooism, and most of the party's 
real policy makers in Congress have yet to be heard from. 


Senator Lodge and Senator Ives have already submitted 
their objections to an undiscriminating policy of opposition ; 
they can, if taxed, point out that Mr Dulles lost on such a 
platform in New York, while the solitary Republican victory 
went to Governor Driscoll, a liberal. Senator Taft himself, 
with his nose glued to the Ohio electoral trail, could not either 
conscientiously or profitably attack welfare measures, some 
of which bear his own name. Democratic observers, con- 
sequently, are keeping their fingers crossed. They believe 
that a Republican commitment to out-and-out conservatism 
would guarantee a series of glittering Democratic eee 
but they fear that, as the election approaches, the Repub 
cans will find their New Year resolutions too costly to keep. 
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Cultivating Latin America 


Mr George Kennan is to precede his two years’ 
sabbatical leave from the State Department’s policy planning 
staff by last assignments in Latin America and Africa. In the 
next three months Mr Edward Miller, the able Assistant 
Secretary for Latin America, will also be meeting the diplo- 
mats who look after US interests in that area. This intensive 
cultivation of the Latin American garden is perhaps inspired 
by a guilty consciousness that, while the United States is 
spraying weedkiller on Communism in Europe and wonder- 
ing how to keep it from spreading to Asia, nearly as noxious 
Fascist growths are shooting up on Washington’s doorstep. 


Last September the Secretary of State deplored the con- 
stant plotting and counter-plotting in the Caribbean area. 
More recently, he has had to condemn the Dominican dicta- 
tor’s demand for power to declare war on his country’s neigh- 
bours as “entirely inappropriate” to the peaceful principles 
on which hemisphere relations are supposed to be firmly 
based. Even more disquieting has been the surrender of 
Colombia, a country which last year dealt comparatively 
democratically with a threatened revolution, to a dictator 
closely linked with the Spanish Falange. Most disturbing of 
all is the seizure of power in Panama, the hub of America’s 
Strategic communications, by General Arias, who has in the 
past been strongly suspected of working against US interests 
there. 

* 


» 


The Argentine dictatorship is, of course, an ever-pricking 
thorn in the State Department’s flesh, but there is some hope 
that the pain may eventually be slightly relieved by a com- 
mercial treaty. Negotiations with Brazil are further 
advanced: discussions on the means of encouraging the flow 
of US capital into that country have been going on inter- 
mittently for some months. A treaty was actually concluded 
with Uruguay in November, the first comprehensive com- 
mercial pact with any American Republic since 1927. It is 
called a “treaty for economic development” and has addi- 
tional importance as a sample of what may be expected under 
the President’s Fourth Point plan for under-developed 
countries. The most noteworthy provisions are those dealing 
with the rights of US investors (and of Uruguayan investors 
in the United States) and with means of easing exchange 
controls. 


Treaties of this kind are intended to fertilise the soil so 
that US private investment abroad may flourish. Such varied 
cultivation by individuals is, in the opinion of the State 
Department, a better answer to the difficulties of the western 
hemisphere than the long-range governmental assistance 
which Latin Americans want. But the repeated postpone- 
ment, amounting to virtual abandonment, of the overdue 
hemisphere economic conference, supposed to be held in 
Buenos Aires, is explained as much by Latin-American 
inability to agree on the form such assistance should take 
as by the State Department’s lack of enthusiasm for either 
assistance or conference. 


* * * 


Rewiring the CIO 


The piecemeal purge of Communist-led unions from 
the Congress of Industrial Organisations has now reached the 
Office Workers and Public Workers, both of whom have been 
summoned before a committee of three, authorised to 
recommend their expulsion to the executive. The prudence 
of the ClO in tackling its rebellious red-headed offspring one 
by one is demonstrated by the legal difficulties now facing 
the new-born International Union of Electrical Workers. 
The United Electrical Workers, which it is designed to 
replace, has taken speedy refuge in the courts, and has not 
disdained to use the hated injunction to prevent the new 
union from laying hands on the funds and buildings of the 
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old. Mr James Carey, directing operations against the left 
wing, has been served with 400 restraining orders and has 
been provoked, in consequence, into an injudicious attack 
upon the courts, which he feels should not extend legal pro- 
tection to those who only recognise the law when it serves 
their own ends. 

The new union, which has just held its organising con- 
vention at Philadelphia, claims to have issued 133 local 
charters and to enjoy the allegiance of 60 per cent of the 
$00,000 electrical workers. But so far only one of the big 
employers, the Westinghouse Corporation, has joined with 
Mr Carey in petitioning for immediate elections to deter- 
mine which of the rivals has the right to represent its 
workers. These must be won before the IEW can claim 
the bargaining rights now held by the old organisation, most 
of whose contracts do not expire until March. Other large 
employers, noting the militancy with which Mr Carey and 
his followers at the convention espoused a fourth round of 
wage increases and new pension and insurance schemes, have 
hesitated to jump from the frying-pan into the fire and are 
content to honour their contracts with the UE until directed 
not to do so by the Labour Relations Board. On the plant- 
by-plant basis for elections, which the new union has had 
reluctantly to accept, the UE may well retain its hold on 
some sections of the industry. 


But the IEW has the explicit blessing of the Administra- 
tion, delivered in person by Mr Tobin, the Secretary of 
Labour. And even the abominated Taft-Hartley Act can 
‘provide some useful weapons for the CIO in the battle with 
its former Communists. The NLRB has ruled that a union 
whose officers have not signed the anti-Communist affidavits 
cannot claim a legal right to the privileges of collective bar- 
gaining. The Electrical Workers, forced into a corner, had 
already complied, but certain of the affidavits recently filed 
have been turned over to the Department of Justice for 
investigation. It has also been made impossible for a union 
officer with embarrassing affiliations to dodge the requirement 
by relinquishing his title, while continuing to exercise the 
functions of an officer. 


* «x *« 
Farmers on the Line 


The American farmer, who is usually associated with 
combine harvesters and electric milking machines, possesses 
few of the nation’s telephones. Out of the 1949 total of 40 
million telephones, only about 3,000,000 serve the rural 
population, and nearly half of these have been installed 
since the war. To remedy this situation Congress in October 
granted the Rural Electrification Administration $25 million 
with which to make 35-year loans, at 2 per cent, to existing 
private companies and co-operatives, and to help to start 
new ones. But this step, which might have been regarded 
as a blessing for firms dealing with country areas where 
houses may be ten miles apart, aroused strong opposition 
in Congress from the telephone companies. 


The opposition was led by the Bell system—that is, the 
American Telephone and Telegraph Company and _ its 
affiliates—which is responsible for 82 per cent of the nation’s 
telephones, and was joined by the United States Indepen- 
dent Telephone Association, representing 2,500 of the 
6,000 independent operators. Although some of the 
independent companies are very small, others, like the 
General Telephone Corporation, serve over a million sub- 
scribers. The present peace in the telephone world has only 
recently been achieved ; the last big city system competing 
with the American Telephone and Telegraph network—in 
Philadelphia—was bought up as late as 1944. 

These companies fear that the REA, which can choose 
the company to which it grants a loan, provided there is no 
fear of duplication of service, will give preference to co- 
operatives. In the past, the REA, in making grants for the 
development of rural electrical facilities, has shown a par- 
tiality for co-operatives, which have received the vast 
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majority of grants, to a total of $1,900 million, while private 
companies have only obtained $6,000,000. In the telephone 
field the 50,000 mutual systems, now often in a state of decay 
and diiapidation, may thus become rivals to the private 
companies ; there is also a possibility that many new tele- 
phone co-operatives will be launched under the new Act. 
The postwar boom in telephones has not yet ended, but 
the Bell system and its competitors are presumably looking 
forward to a time when the concentrated and easily served 
market in the cities will be satiated, and when they will 
need new fields to conquer. They will also jealously watch 
the rates charged by companies benefiting from REA loans, 
as most operators wish to raise their present rates. The 
increased cost of labour since the war has not yet been offset 
by inventions which will, in time, permit one operator to 
dial any number direct to any part of the United States, 
and allow call and time limits to be recorded entirely by 
machinery. But for the present, at least, the provision of 
telephone facilities in country districts will be held up by 
the severe shortage of cabling and wires; these are more 
difficult to manufacture than the instruments themselves. 


* * * 


America’s Sweet Tooth 


American sugar producers have received somewhat 
sourly the estimate of the Secretary of Agriculture that 
Americans will consume 7,500,000 short tons of sugar in 
1950. They had hoped for a lower figure. This paradoxical 
situation arises from the elaborate quota system of the Sugar 
Act passed in 1947 and first put into effect in 1948. A quota 
of 4,300,000 tons of sugar (never wholly filled) is reserved 
for domestic producers, which includes those in Hawaii, 
Puerto Rico, and the Virgin Islands, as well as the beet sugar 
farmers of California and Colorado and the cane men of 
Louisiana and Texas. Foreign producers share a market 
equal to the difference between domestic production and the 
estimate of domestic consumption. Usually they provide 
about half America’s sweetening. 

Because the amount of sugar allowed in affects the 
price—which is down to 5.8 cents a pound raw—the Secretary 
of Agriculture, as he attempts to predict the size of the 
nation’s sweet tooth, has the domestic producer on one side 
pointing out the disastrous effects on home sugar interests 
if the foreign quota is too large, and the large domestic users 
—manufacturers of sweets and soft drinks and preserves—on 
the other painting dire pictures of an imminent sugar famine. 
This year sugar consumers sought an estimate of over 
8,000,000 tons ; producers hoped the Secretary would set it 
as low as 7,200,000 tons. His figure is a little less than 
actual consumption this year, but the disappointed sugar 
trade fears that the setting of a quota larger than that fixed 
at the beginning of last year (and later raised) will send prices 
down further. 


The task of estimating consumption—and thus fixing 
quotas—is an ungrateful one. Consideration must be paid 
to the welfare of domestic producers, but also to the reason- 
ableness of the resulting price to consumers ; to the cost of 
living and the growth of population. On the last two occa- 
sions the estimates have proved wrong—too high in 1948, 
too low in 1949. America’s sweet tooth has not yet re- 
covered from the effect of the war, when it went on short 
rations. Annual consumption between 1935 and 1939 stood 
at 97 pounds a head ; in 1949 it is estimated to have been 
about 94 pounds per person. 


* * * 


Correction —In The Economist of December 17th, the 
article “ Texas Transformed” contained inaccurate refer- 


ences to the Monsanto Chemical Company’s activities at 
Texas City. Its plant there makes styrene, not fertiliser, and 
the ship laden with chemicals, which exploded in 1947, was 
not at the company’s wharf, but a public dock nearby. 
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AN IMPORTANT ANNOUNCEMENT 
FOR BRITISH INDUSTRIALISTS 
SEEKING AMERICAN MARKETS 


The industrial research facilities of McGraw-Hill, 
America’s largest business and industrial 


publisher, are now available to British companies. 


This means British industrialists can now use the same marketing survey 
facilities that many American manufacturers are using—to name 
a few: Dupont, R.C.A., Allis-Chalmers, Anaconda Copper, General 
Electric, United States Rubber, SKF Industries, etc. 

McGraw-Hill, because of our unique position in American industry, are 
unquestionably the best-equipped organization in the U.S. to carry out 
your industrial market survey. We have made hundreds of successful 
surveys to date. | 

McGraw-Hill maintains 400 field investigators in all parts of the U.S.A., 
plus a trained staff of research analysts in New York City. Surveys can 
be made to cover large or small areas, whole industries and markets, or 
samplings of them. Prices are surprisingly reasonable. British clients 
can readily maintain a continuing contact through our London office 
while surveys are in progress. For further information telephone 
HOL. 0056 or write: 


OVERSEAS BUSINESS SERVICES 
McGraw-Hill Publishing Company Ltd., 
Aldwych House, London, W.C. 2 
or write direct to 


OVERSEAS BUSINESS SERVICES 
McGraw-Hill International Corporation, 


FOr upxo-date inform | 330 West 42nd Street, New York 18 
Cable : INTERTRADE 


and market trends read the 


fortnightly McGRAW - 
HILL AMERICAN 
LETTER 
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THE WORLD OVERSEAS 





Democracy and the Vatican 


(From Our Rome Correspondent) 


HE year 1950, like each half century since 1300, save only 

for two, is a Roman Catholic Holy Year. The two excep- 
tiens were 1800, when the French occupied Rome and 1850, 
when Pius IX, who had been—in present parlance—a Left 
Wing hero, returned from brief exile to a lately rebellious 
Rome supported by French bayonets. His fifth successor, 
the present Pope, also had his moment as the object of Left 
Wing acclamations, for on June 6, 1944, after the German 
withdrawal, he blessed from St. Peter’s balcony a crowd of 
Roman citizens carrying mingled red and white flags. It was 
a moment of brief appeasement born of the common struggle 
of Christians and Communists against neo-pagan racialism. 
But by 1948 the Papacy had fully resumed the position in 
revolutionary demonology which it held after 1848. Holy 
Year 1950 is the object of bitter scoffs from the Marxists and 
ne great cordiality from the Italian “lay” parties of the 
Centre and Right—Social Democrats, Republicans, Liberals, 
Monarchists and “ Homesicks” or neo-Fascists. 


The opening of the Holy Year has coincided—and there 
is something in the atmosphere which links the two events— 
with a secondary but significant and passionately discussed 
Government crisis. The occasion was given by the latest 
Socialist split which weakened the most substantial of the 
three small “lay” parties represented in the present (fifth) 
De Gasperi Cabinet, bringing about in November the 
impetuous “ provisional ” resignation of its leader Vice- 
Premier Saragat and two colleagues. Signor De Gasperi 
appointed interim Ministers to the three vacant posts and 
promised to resolve the crisis in January. Through 
December the question raged whether Signor De Gasperi, 
who has now completed four years of impressive premier- 
ship, would succeed in building his sixth Government on 
the same basic lines as the fifth. In the fifth, the three “ lay ” 
parties of the Centre, although holding only §7 seats in the 
Chamber to the Christian Democrats’ 306, held 7 out of the 


_ 20 Cabinet posts. 


Idealists Among the Clericals 


Each of the “lay” parties has had its malcontent wing, 
fretful at being linked to the enormous “clerical” party 
during times of industrial unemployment and rural upheaval. 
A common determination to hold the Communists at bay 
has alone kept the small parties joined with the great. But 
the fretfulness has been fully echoed in the great party. 
To the young and the left of the Christian Democrat 
Party, the presence of “lay” party personalities like Saragat, 
Sforza and Pacciardi in the Cabinet may be tolerable, but 
they find it exasperating that the parties behind these men 
should be giving instructions to fight for particular lines in 
the Cabinet. The leader! of the Christian Democrat Left is 
an ardent and fascinating speaker, Professor Giuseppe 
Dossetti, a 36-year old| Professor of Ecclesiastical Law, 
Deputy, and member of | the party directorate. His vision 
of the task of Christian Democracy in Italy is that it should 
stir the country to its depths towards a programme of social 
justice or by Catholic faith. The slightly older 
Minister of Labour, Amintore Fanfani, author of numerous 
treatises on social ics, shares these enthusiasms. It 


political arena as a place where men and groups who differ 
in ideas and ideals often meet in their pursuit of practical 
ends. 


Devout churchman that he is, Signor De Gasperi remem- 
bers how often in a century the Italian public has swung 
between extremes of feeling about the role of the Church 
in politics. He has steadily worked to perpetuate a wider 
basis for state democracy in Italy than can be afforded by a 
party whose strongholds are the rural parsonages. At the 
moment of writing the Prime Minister is engaged in extract- 
ing from his own party’s organs an authorisation to offer to 
the “lay” parties sufficient political guarantees and offices 
to keep them in the new Government. He enjoys the indis- 
pensable leader’s power of pressure upon these organs. Yet 
his sixth Government will be born, not like the fifth in 1948 
under the sign of a shared victory over Communism, but 
under that of a pressure, on the Christian Democrat side, 
to be allowed to cope with industrial reorganisation, agrarian 
reform, syndical discipline and moral and scholastic education 
on its own lines of Christian tradition and dynamic ; and on 
the side of the “lay” parties, to have a substantial share in 
dignities and responsibilities alongside the larger party 
which, in their view, Owes its great parliamentary predomin- 
ance to the fear of Communism in 1948 rather than to 
national sympathy with its particular philosophy. 


Work of Catholic Action 


Holy Year throws into strong relief that side of Christian 
Democracy which is attached to the clergy, the Hierarchy, 
and the Holy See. Signor De Gasperi and his Ministers do 
not, as readers of frivolous Italian publications will suppose, 
call at the Vatican for instruction and guidance ; the swish 
of silk cassocks is not heard in the corridors of Government 
offices ; nor, indeed, at meetings and congresses of the 
Christian Democrat Party are the clergy or monastic per- 
sonages as much in evidence as they were in the heyday of 
the Popular Party, its pre-Fascist predecessor. 

Yet the array of ecclesiastical interests in politics is impres- 
sive. True, there is a most definite formal differentiation 
between the Christian Democrat Party and Catholic Action. 
the great organisation for “ collaboration ” of the laity in the 
apostolate of the Church, which works under a committee of 
three Cardinals, but whose effective manager is Dr Luigi 
Gedda, one of the most forceful men in Italian public affairs. 
Catholic Action controls a nation-wide network of men’s. 
boys’, women’s and girls’ societies, students’ and school- 
teachers’ clubs, and has general secretariats for (among other 
questions) press and theatre. Dr Gedda, incidentally, 1s 
said not to belong to the Christian Democrat Party. Yet 
distinct as are the political party and Catholic Action, the 
latter has strong political interests which only the expert 
distinguishes from those of the party. It was Dr Gedda 
who, at the 1948 elections, formed Civic Committees in all 
towns for withstanding Communism, and flooded the walls 
with hard-hitting and expensively produced propaganda. It 
is from the Labour groups (ACLI) of Catholic Action that 
the new “ white ” trade unions have largely grown. 


To the anti-clerical zealot, sincere or factious, Christian 
Democracy, Catholic Action, and Papacy are all one, and 


Sisicns omaha, eae se RLS Ae 
st ay lel asa ae Ce son Ts 


aR ISR es eS 
Be Re tars Cotes ee 


a 


ssi 


5.9 


ae 
ye a 


Se a at 


neeaann ae 5p ae Uy ARE Ng ERED A 
guration elas Se DRE 0 EL WOR Sia 
ic Steak bos sk a a aa a 


expecta 
for tho 
have b 
to give 
betwee 
with “ 
against 

Whi 
does 
than 1 
Vatica 
tons | 
Hilde! 


=— ro 


-_ 


—- a ak, 








~ «6 
— 


—_— 
‘ 


pa i ee i 


vn a a 


THE ECONOMIST, December 31, 1949 


the immense religious processions in Rome which preceded 
the commencement of Holy Year, the concentration of 
building power on beautifying ecclesiastical sites, the eager 
expectancy of the Rome tourist industries and of tradesmen 
for thousands upon thousands of pilgrims (640,000 journeys 
have been booked through Church channels alone) combine 
to give the impression that affairs have turned a full cycle 
between 1850 and 1950 and that Pius XII is the sovereign, 
with Togliatti storming against him as Mazzini stormed 
against Pius IX. 


Whoever else believes in that picture, Signor De Gasperi 


does not. No one is more dutiful towards his spiritual Head 
than the statesman who was once a junior librarian in the 
Vatican ; but he obviously does not base his political calcula- 
tions on mistaking a mild and much loved Pontiff for a new 
Hildebrand. 


The Jute Quarrel 


[FROM OUR KARACHI CORRESPONDENT] 


Even before the Indian rupee and the Pakistan rupee parted 
company, jute was a fairly prolific source of inter-Dominion 
disputes. This was an almost inevitable consequence of a 
situation in which East Pakistan grew the bulk of the jute, 
but had no mills of its own, while India’s immense jute 
industry had to depend mainly on East Pakistan for its raw 
material. Under the Commodities Agreement, the Indian 
mills were assured of 5,000,000 bales in the 1948-49 season, 
and 4,000,000 bales in the current season, out of the total 
East Pakistan crop, which should amount to about 6,500,000 
bales in a good year. Prices, however, had risen sharply 
since partition, and the Indian Jute Mills Association argued 
that, if the mills were to make any profit at all, the new prices 
would put jute goods clean out of the world market, and 
encourage the use of substitutes. Pakistan retorted that the 
rise in Indian labour costs was largely responsible for this 
and it was the turn of the East Bengal cultivator to make a 
decent profit from his main crop. 


The devaluation of the Indian rupee naturally brought 
about a crisis, for it meant that, if the new exchange ratio 
were recognised, the mills would have to pay 44 per cent 
more for the raw material if Pakistan’s export prices remained 
unchanged. Both sides tackled the problem energetically 
but, alas, independently. The Indian authorities fixed a 
Maximum price of Rs.35 (Indian) per maund for all bottom 
grades delivered at Calcutta, which they claimed was the 
highest price they could economically pay. At the same 
time, they increased the export duty on hessian goods from 
Rs.80 to Rs.350 per ton, which contradicted this claim by 
providing a clear indication that there was scope for paying 
more for the higher grades of the raw material. The Pakistan 
authorities fixed a minimum price of Rs.23 (Pakistani) per 
maund for bottom grades delivered at the baling centres. 
This represented a slash in prices of about 25 per cent as 
compared with the average prices ruling previously, but even 
sO meant that, at the official Pakistan rate of exchange, jute 
could only be delivered at Calcutta at Rs.10 (Indian) per 
maund above the official Indian rate. 


Suicidal Trade War 


With good wil! on both sides, the gap could be bridged, 
but good will is totally lacking. The situation 1s bedevilled 
by political motives. and prestige considerations, a trade war 
is being fought with no holds barred, and there is real danger 
that both sides will, before it is finished, have gravely 
damaged the jute trade, which, for both countries, is the 
chief producer of foreign exchange, and of dollars in par- 
ticular. 

_ The heat has been generated by hasty assumptions on both 


s. India immediately jumped to the conclusion that 
Pakistan’s decision not to devalue was inspired by political 
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considerations, while Pakistan was equally quick to assume 
that the Indian Jute Mills Association, with the support of 
the Government of India, was deliberately trying to crack 
the Pakistan rupee and bring East Bengal to its knees, by 
refusing to purchase jute at prices acceptable to Pakistan. 
Both assumptions were wrong. The Pakistan non-devalua- 
tion decision was taken on purely economic considerations, 
and the mills, for their part, were quite genuine in their 
feeling that Pakistan prices were uneconomic. Unfortunately, 
there is little sign of better feeling developing. It is true 
that a better appreciation of the Pakistan point of view was 
recently discernible in Calcutta, but the Pakistan authorities 
have forfeited much of the sympathy which was coming their 
way by holding up some 60 flats (barges) containing about 
300,000 bales of jute bought by India, mostly loaded before 
the devaluation date, and duly cleared through the Customs. 
The pretext for this action is that Pakistan requires proof of 
payment, but the Jute Board’s attitude in regard to this 
Matter appears to be obstructionist and is quite indefensible. 


In the early stages of the deadlock, Pakistan mobilised its 
resources with great energy. A Jute Board was appointed, 
with headquarters in Narayanganj, the main baling centre, 
and was given almost dictatorial powers. A National Bank of 
Pakistan was brought into existence—much earlier than had 
been contemplated—to finance jute purchase by granting 
advances to agents appointed by the Board. The function of 
the agents is to purchase jute from the cultivators or middle- 
man. If they are unable to sell it, they are entitled to sell 
it to the Board at the fixed minimum prices, The Board is 
undoubtedly displaying great efficiency and drive, with the 
result that optimism is growing in East Bengal. 


New Customers Overseas 


The main problem, of course, is the disposal of the jute 
crop in the absence of buying support from India, hitherto 
the recipient of about two-thirds of the crop. Some six 
weeks ago the outlook was grim, because foreign buying had 
not commenced, but since then the United Kingdom, France, 
Italy, the United States, and some other countries have now 
entered the market. The Jute Board is optimistic and. pro- 
ceeding on the basis of a crop of 5,000,000 bales, reckons 
that it will have only 1,500,000 bales to dispose of during 
the January/June 1950 period. The Board intends to keep 
§00,000 bales as reserve or buffer stock, while they hope that 
the remaining 1,000,000 bales will be absorbed into the 
foreign market during the January/June 1950 period. The 
trade considers these figures somewhat inflated, and the 
strength of the foreign demand over-estimated. 


Transport and shipment also create serious problems, for 
the Jute Board has put a stop to transit shipment through 
Calcutta, thus throwing the whole weight on Chittagong. An 
expert view is that not more than 1,240,000 bales could be 
transported to and shipped from Chittagong between 
December 15, 1949 and June 15, 1950, when the new crop 
will be beginning to appear. According to this view, Pakistan 
will be left with 1,260,000 bales on its hands, which will 
involve an enormous storage problem. Most of this will be 
unsold, and one cannot eat “ the golden fibre ” any more than 
King Midas could eat gold. 


Nevertheless, the course of events is more favourable to 
Pakistan than anyone would have supposed two months ago. 
Smuggling, which was a serious chink in the armour, has 
been brought partly under control, and jute is being bought 
at the baling centres at prices slightly above the minimum. 
It would not be true to say that Pakistan is winning the jute 
war, for it is a war in which both sides must lose, but the 
indications are that India will be the heavier loser. The Indian 
mills may be able to carry on till the end of March, but there 
is a probability of their having to close for two or three 
months before the next jute season begins. The prosperity 
of Calcutta rests primarily on its jute industry, and closure 
would be disastrous from several points of view. Meanwhile, 
some of the mills are undermining the policy of their own 
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side by purchasing Indian jute at black-market prices, thereby 
also weakening the claim of the Indian Jute Mulls Association 
that the maximum prices are the highest that can econonn- 
cally be paid. 

Negotiations between the two Dominions are urgently 
needed. Even if this season must be written off, it would be 
folly to allow the deadlock to be projected into the next 
season. The Pakistan Government must decide its future 
policy within the next few weeks. If there is no prospect of 
India coming forward as a buyer, it intends to aim at a 
reduced target of no more than 4,000,000 bales. The reduc- 
tion in the crop will not mean a dead loss, for the resultant 
switch over to rice production will obviate a drain of foreign 
exchange and will make East Pakistan self-sufficient in the 
staple foodgrain of the Province. The loss of revenue will, of 
course, seriously affect Pakistan’s budget, for the reduction 
in the crop will mean a decrease of about Rs § crores in export 
duty. This would be a heavy sacrifice, having regard to the 
fact that the whole proceeds of direct taxation of incomes, 
including company taxation and business profits tax, amount 
to only Rs 9 crores. India hopes to increase its own crop to 
5,000,000 bales within the next two years, but, even if this 
somewhat ambitious target is reached, it will hardly be enough 
and the quality will not be up to East Bengal standard. Un- 
fortunately, prices cannot even be discussed until the Govern- 
ment of India recognises the exchange rate. If, in fact, Peki- 
stan has made a mistake by not devaluing, the Pakistan rupee 
will, in the long run, be subjected to higher pressure and put 
to a More genuine test under unreal trading conditions than 
when trade is impossible. 


The Franco-Polish Dispute 


[FROM OUR PARIS CORRESPONDENT] 


AFTER a mirthless pantomime, more inane even than previous 
exhibitions of Communist “ justice,” a Polish military court 
in Wroclaw last week sentenced four French citizens and 
two Polish nationals to lengthy sentences of imprisonment 
for espionage and sabotage. The condemnation of 
Mademoiselle Bassaler and her fellow accused marks the 
end of the first stage in the anti-western campaign under- 
taken by the Warsaw government, which was opened by 
the arrest on November 18th of M. André Robineau, a 
French consulate employee, as he was boarding the plane 
to Paris. The Wroclaw “trial” was conducted in condi- 
tions of perfect illegality: false witnesses who had been 
held sncommunicado were brought straight from prison into 
court ; counsel for the defence, first presuming the guilt of 
their clients, added their weight to the prosecution ; and 
the French diplomatic mission to Poland was explicitly men- 
tioned in the terms of the accusation. During the proceed- 
ings, the Polish authorities devoted themselves entirely to 
invective. 


The current campaign in Poland—in so far as it is Polish 
and not part of an overall Soviet measure designed to thicken 
the Iron Curtain—nevertheless differs from previous Balkan 
frame-ups by being directed specifically against France. It 
would doubtless have been possible to trump up charges 
against members or employees of any of the western missions. 
It seems that, in this instance, the Polish Communists had 
two objectives, one domestic and one anti-French. First, 

wished to incense Polish opinion against “ foreign 
saboteurs ” who were to serve as the whipping boys for the 
government itself, which had been proved so disastrously 
incapable of maintaining industrial production. Second— 
and this may well have been the campaign’s princi 
object—the dct wished to sever bonds 
between the F ee ee human 
French envoys to that state of suspended animation in which 
they and their western colleagues subsist in Moscow. 
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All western missions to Warsaw are, as past fracas have 
showa, unpalatable. But French influence, emanating in one 
way and another from the 400 French citizens at present 
living in Poland, may well be especially “ dangerous.” 
French culture having for centuries represented something 
like an ideal stamp of education and the standard of civilisa- 
tion, it is understandable that the French Institute in Warsaw 
(of which the arrested M. Robineau’s father was the director) 
and its branches in Cracow and other towns have, by their 
mere presence, been a thorn in the flesh of other culturalists 


’ from the east. For even a trickle of the acid of French 


scepticism must prove corrosive to Soviet propaganda 
material. The subsequent expulsion from Poland of ail 
French teachers, uncharged, has lent colour to this view. 


Round-Up of « Spies” 


In French circles it is considered improbable that these 
acts of political provocation will lead to a breach of diplo- 
matic relations by France. The French government naturally 
shrinks from abandoning entirely the task of protecting those 
French citizens remaining in Poland. Nor is it obvious that 
the convenience of removing Polish representation from 
France would, for the French, balance the disadvantage of 
losing an observation post in Communist territory. The 
tendency in the cold war appears to be rather to hang on 
for “ nuisance-value ” than to decamp in a huff. 

Meanwhile the Polish offensive seems to have offered a 
useful opportunity to the French Ministry of the Interior. 
The raids and expulsions since effected by the Siireté 
Nationale had long been planned for the day when Poland 
should give suitable provocation. Thus the French authori- 
ties by the prompt deportation of 17 Poles and the arrest 
of Mr Sczerbinski, Polish Vice-Consul in Lille, have been 
enabled to disperse a Communist spy-ting engaged on 
“economic and social sabotage of the Republican institu- 
tions of France.” Those expelled included the editor of 
the Gazeta Polska in Paris and the president and the secre- 
tary-general of the National Council of Poles in France. On 
the premises of the associations of Polish Youth, of Polish 
Scouts and the union of Polish Women, documents were 
found which, according to the French authorities implicated 
these organisations in Communist conspiracies against the 
French State. The Streté Nationale has also stated that 
Polish Communists have interfered in French strikes. (The 
expelled Poles possessed, it was discovered, cards of the 
French Communist Party.) The Polish Vice-Consul in Lille, 
who is awaiting trial for espionage and who is the only Pole 
still under arrest in France, is to be defended by Maitre 
Nordmann, who appeared for the defendants in the 
Kravchenko lawsuit in Paris early this year. 


Latin America’s Dictators 


[FROM A CORRESPONDENT] 


THE roots of the present drift towards regimes of force in 
Latin America goes back to the unsuccessful attempt by 
Mr Spruille Braden, then US Ambassador in Buenos Aires, 
to influence the Argentine people to vote against Perén in 
the February, 1946, presidential election. Mr Braden’s 
appeal was unsuccessful, and with the election of Peron to 
the presidency a blow was struck not only at United States 
prestige in Latin America, but at democracy in the 
hemisphere. 


Immediately upon his inauguration, Peron began to extend 
Se Saenen erane Saar “ Labour attachés” were 
sent to each of the Argentine embassies and legations in 
America. Their purpose has been to carry the good word 
about the “Perén Revolution” and to line the trade 


unions and other labour groups on the side of Perén’s own 
labour organisation. At the same time, the military clique, 
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of which Peron is the outstanding figure, is widely believed 
to have more or less close connecuons with similar “ lodges ” 
and secret organisations in other Latin American armies 
which have been influential in establishing recent dictatorial 
regimes. 

Peron’s propaganda has been effective. The labour 
attachés have built up sympathetic followings in most of 
the countries of the continent. In Panama the largest labour 

p is avowedly Peronista, while in Haiti, Cuba, Mexico. 
El Salvador, Peru, Brazil and other countries there are 
larger or smallec groups which are in sympathy with the 
Peron administration and its labour appendage. The rela- 
tions with—or at least the model of—Perén’s military group, 
however, have beea more important in bringing about the 
recent trend towards dictatorship. The Second World War. 
with its demonstration of the fate of Europe’s most powerful 
military group, and the democratic feelings which were 
aroused in its prosecution, acted for a while as a deterrent 
to over-ambitious military men. But the successful example 
of Peron in Argentina, where a military group made a bid 
for, and won, the support of large segments of the popula- 
tion has had a profound effect throughout Latin America. 
The overthrow of the old dictatorships and the rise of 
democratic regimes in Peru, Venezuela, Brazil, Cuba and 
other countries in the last months of the war and the first 
year thereafter, seriously disturbed the groups which have 
dominated many of these countries for generations, but they 
are recovering their footing and they have jumped at the 
least opportunity to return .o “‘ safe” dictatorships, 


Mistakes of the United States 


Errors by the United States have played their part, too. 
That country’s apparent unwillingness to do anything 
decisive to put a stop to the dictatorial trend, the insistence 
of American military staffs on continuing to “ rearm ” their 
Latin counterparts, regardless of the role which those armies 
are playing in their countries’ political life are undoubtedly 
important. It is also probably true that the anti-Communist 
hysteria in the United States has been a contributing factor. 
The arrest, prosecution and deportation of Communists make 
the United States appear to the Latin Americans as less 
democratic than it sees itself to be, and thus discredits 
democratic theories. Some Latin American governments 
have used the American example as an excuse to take similar 
measures—not only against the Communists but against any 
group which is opposed to those in power. 


Whatever the cause of the dictatorial trend in any 
individual country, several important nations have succumbed 
to dictatorship since 1947. The first of these was Peru. | In 
1945, in the first democratic and free election in a generation, 
the voters of Peru elected Jose Bustamante as their president. 
He was successful only because he was supported by the 
Aprista party—a left-wing, non-Communist group which 
has been the country’s majority party for nearly a quarter of 
a century but has been outlawed during most of its existence. 
Bustamante was not an Aprista ; at first he co-operated 
closely with them, but later he came increasingly under 
the influence of conservative-minded military men, who made 
up his cabinet after the resignation of Aprista game eet 
January, 1947. Affairs came to a breaking point on Uctober 
3, 1948, when a naval mutiny was blamed on the Apristas, 
and President Bustamante outlawed the party. Three weeks 
later Bustamante, having served the purpose of the ee 
aries—by outlawing the Aprista_party—was “ere oust 
by a military group headed by General Manuel Odria. 


The Odria regime has been rigorous. All leading Apnstas 
were ¢ither Snes sethr exiled or went into hiding. The 
trade union movement was hamstrung while the ee 
attempted to oust the Apristas from control of it. Att e 
same time President Odria, who has been closely — 
by Argentine officials, has sought to gain the support oF the 
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workers by creating various social laws—minimum wages, 
improvement of social security, and so on. 


The Peruvian upset was followed closely by the expulsion 
of the democratic left-wing government of President Romulo 
Gallegos in Venezuela President Gallegos was the first 
popularly elected chief executive in the country’s history ; 
he was the titular leader of a left-wing, non-Communist 
political party, the Democratic Action, which itself came to 
power in a coup d’état in October, 1945, and he had carried 
out a broad programme of political, economic and social 
development. . 


The Democratic Action regimes aroused the anger of the 
military cliques by building up popular forces such as political 
parties, trade unions and peasant movements which might 
in time be capable of challenging the position of the army, 
who has always been dominant in Venezuelan politics. 
This, plus internal rivalries in the army itself, brought the 
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military coup of November 23, 1948. The resulting regime 
has followed a policy not unlike that of President Odria in 
Peru. And in both Peru and Venezuela there is considerable 
indication of Argentine influence among the dominant 
military group. 

The latest and perhaps most serious event has been the 
establishment of a virtual dictatorship in Colombia. This 
country had had a civilian and peaceful Government for over 
fifty years and it was rated as one of the few real democracies 
of the continent. So much was this so that even the Minister 
of Defence was usually a civilian. But after the Conserva- 
tive party had again elected a president in 1946 (as a result 
of a split in the ranks of the dominant Liberal party), an 
extreme element seized control and during the last two 
years there has been a reign of terror against Liberals—first 
in isolated urban and countrv districts, and more recently 
in the principal cities and towns. Early in November, 1949, 
the President, Perez, established a state of martial law, 
dissolved the Liberal-controlled Congress, and imposed a 
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close censorship. He went forward with presidential elec- 
tions, from which the Liberal candidate withdrew claiming 


that a free election was impossible. As a result Laureano 


Gemez, admirer of the Nazis in the 1930s and now a friend 
ef Franco (he spent over a year in Spain from 1948-49) was 
elected president on November 27th. He is surrounded by 
a group which established a Black Shirt organisation in the 
late 1930s. The members of this group are now provincial 
governors and cabinet ministers. 


Meddling By Peron 


Other countries have also suffered from this trend towards 
dictatorship. The Haitian president, Dumarsais Estimee, 
proclaimed a state of siege in the middle of November, 1949, 
and outlawed all opposition parties and half a dozen news- 
papers in Port-au-Prince in “ preparation ” for congressional 
elections in January, 1950. Chile has been constantly 
plagued by intriguing on the part of reactionary civilian 
elements and military men influenced by Perén. At one 
point the Chilean Government forced the withdrawal of the 
First Secretary of the Argentine Embassy for meddling in 
Chilean internal affairs. Panama, too, has recently been 
subjected to a miljtary coup d’etat by the National Police 
Force. 

Fear is widespread in the remaining democratic countries 
of Latin America. These governments are on the constant 
alert for an attempted uprising on the part of the army or of 
reactionary conservative elements. While making gains in 
the cold war in Europe, the United States may soon wake 
up to find it has lost, almost by default, a local cold war with 
Perén and his militarist and reactionary allies throughout 
the Americas. 


Nazi Revival in Bavaria and 
Austria 


[FROM A CORRESPONDENT] 


No study of post-Hitler right wing radicalism can be com- 


_plete without paying special attention to the situation in 


Bavaria. It is here, and in the mountain valleys of next-door 
Austria, that the most concentrated nexus of post-Nazism has 
grown up. The Alpine Redoubt, which was an Allied night- 
mare in 1945, shows signs of becoming a postwar political 
reality. 

Denazification in Bavaria has been a farce. A recent 
American intelligence survey reveals that the Bavarian ad- 
ministration is largely in the hands of those who controlled it 
under Hitler. Overall figures show that 20,682 of the 49,445 
Beamten belonged to the Nazi Party or its affiliates. A total 
of 14,443 of these were dismissed and later reinstated in the 
service, while only 5,780 new members were admitted to this 
privileged class. At the beginning of this year, the Bavarian 
Minister of Culture announced that almost all the 11,000 
teachers who were removed for political reasons have been 
reappointed. This group represents roughiy 60 per cent 
of the teaching staff employed by rhe Minisiry.. 60 per cent 
of the 15,000 employees in the Finance Ministry are former 
Nazis, 77 per cent of the 1,918 in the Food Ministry and 81 
per cent of the 924 judges, <aagistrates and prosecutors in 
the Ministry of Justice. With its extraordinary loyalty to 
the state as such and to the emoluments derived therefrom, 
the Beamten class made the transition from the Weimar 
Republic to the Third Reich without difficulty, and would 
probably tolerate another such transition with a minimum of 
protest. 

There are 6,947 Biirgermeisters of Bavarian communities 
with less than 10,000 inhabitants. Of these, 1,589, or 22.9 
per cent of the total have been elected to office despite in- 
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crimination under the denazification laws. Moreover, the 
pensioning of officials who served Hitler’s Reich appears to 
be the rule rather than the exception. A good many former 
senior Nazis, too black to be reinstated even under present 
conditions, still draw good pensions from the state. In a 
typical instance, the former police inspector for Defence 
District XIII, Major-General of the Police and former SS- 
Standartenfiihrer Paul Will, who lives in Nuremberg, received 
1,162.67 Reichsmarks per month from the Ansbach district 
of the state government when he was pensioned off. After 
currency reform his pension was “reduced” to 1,024 
Deutsche Marks. 


Loritz the Demagogue 


Bavaria has also provided a personality who, by the very 
fierceness of his individuality, lies outside the various groups 
who were studied in a previous article* and whose forceful 
appeal and fantastic gifts for demagogic oratory mark him as 
a potential national figure—Alfred Loritz, head of the 
Economic Reconstruction Party, which elected 12 members 
to the Bonn Parliament. The fact that, like Otto Strasser, 
Loritz has a record of opposition to Hitler, does not make 
him any less of a right-wing nationalist. His hysterical and 
ululating appeal to the “ wonderful German people ” in all 
their trials and tribulations and his wild constitutional ideas, 
which include government by a cabinet of appointed experts, 
could one day well find him a successor to the political heirs 
of those he claims he killed by planting the Biirgerbraukeller 
bomb in Munich in November, 1939. To see Loritz gesti- 
culating and swooping behind the battery of microphone 
shafts like an emaciated gibbon is one of the sights of the 
Bonn Parliament ; and to all the oratorical tricks that Hitler 
ever had, he adds a mordant sense of humour, whose shafts 
have more than once turned Chancellor Konrad Adenauer 
pale with fury. Both Loritz and Joseph Baumgartner of 
the Bavarian Party unashamedly based their recent national 
election programme on contempt for the established demo- 
aa parties and on appeals to the refugee and former Nazi 
elements. 


_ But it is in Austria that the sudden strength of organised 
right-wing radicalism in a sterile political situation has been 
most vividly shown. With Social Democrat cpposition cana- 
lised into a coalition with the People’s Party, right wing mal- 
contents have been quick to seize the opportunity to bite 
the hands which have re-enfranchised them over the last four 
years. Four hundred and fifty thousand Nazis have recovered 
their civil rights. In the recent national elections the “ Union 
of Independents,” formed only six months earlier, obtained 
450,000 votes. Yet three major groups of independents pre- 
sented themselves at the polls. Josef Dobretsberger’s asso- 
ciation of enlightened liberals obtained a few thousand votes 
in the whole country, and the “Fourth Party ” was almost 
completely disregarded. 


The two government parties have made much of the 
existence of an action group known as “ Organisation 
Spinne” (Spider) which maintains close liaison with Bavarian 
Nazi poves for the purpose of bringing zbout a second 
Anschluss with Germany. Dr Canaval, editor of the 
Salzburger Nachrichten, who has set himself up as a private 
scourge of the Union of Independents which are led by 
Herbert Kraus and Viktor Reimann, delights in producing 
reams of typewritten evidence that three former SS Ober- 
sturmfiihrer, Erich Kernmeyer, Wilhelm Héttl, and Kar! 
Serie are the leading spirits in this conspiracy, 
which he alleges is financed out of former Gestapo treasure 
chests still lying hidden in the caves of the Salzkammergut. 


Broadly ing, the professional officer class in Germany 
has, with a few exceptions, remained aloof from the network 
of intrigue which surrounds these nationalistic strivings. 
Major-General Remer, the commander of the Berlin garrison 


* see The Economist, December 10, 1949, p. 1301. 
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ynit which foiled the July 20th revolt, has appeared on 
itical platforms, but is at the moment in eclipse, and 
General Natzmer and Field Marshal von Manteuffel were 
at one time identified with some of the earlier and abortive 
yon Ostau groups. Elaborate “welfare” organisations 
ensure that former officers keep in touch, but their interest 
is far more the purely professional one of waiting to see 
whether the needs of western European defence will result 
in the setting up in western Germany of some counterpart to 
the Soviet sponsored “People’s Police” jin the east. 
However, each nationalist group has a few officer members 
who are popularly supposed to be carrying out liaison 
functions. 
it is a witches’ brew that the Bonn Government is called 
upon to watch. While firm policies and continuing economic 
prosperity will do much to keep this subterranean menace 
in check, any faltering in recovery might lead to a sudden 
crystallisation of the new race of “ have-nots” into a potent 
organisation whose attack on German democracy 
would be deadly. 


Titoists in Norway 


[FROM OUR OSLO CORRESPONDENT] 


WHEN a national congress of Communists took place in 

Norway in February the Danish Communist leader Aksel 
Larsen was present as a guest. When the mectings were at 
at end he rose and said he had the impression that there 
were two Norwegian Communist parties—not one. Thus, 
when the leaders of the party, Emil Lévlien and the ex- 
member of Storting, Strand Johansen, suddenly in October 
declared that there existed a “ party-hostile centre within 
the party” it was not a surprise. But it certainly was a 
surprise that the minority represented by Johansen and 
Livlien had the power to declare the general secretary, Peder 
Furubotn and his group, as “ Titoists” and expel them 
from the party. Anybody with any pretence to knowledge 
of developments in Communist circles would have expected 
Peder Furubotn and his group to receive authority from 
Moscow to expel the other group. As it is, complete chaos 
exists within the party—but support for the Titoists is 
growing. 
- With Peder Furubotn has gone the vice-chairman of the 
party, Roald Halvorsen, the director of the Communist pub- 
lishing house, Tom Rénnow, the chief editor of the Com- 
munist periodical Vdr Vei, Haavard Langseth and several 
others. This group retained some support from the Com- 
munists in Trondheim, Namsos, and at Mo in Nordland. 
Opposing them are Lévlien, Johansen, and the majority of 
Communists in Oslo, Skien and Bergen. The chief editor 
of the Communist daily paper Friheten, Jorgen Vogt, also 
sides with Lévlien. 

Immediately after he was declared a “\Titoist,” Furubotn 
“went underground.” It was several days before he re- 
appeared. Rumour said he was in Moscow. This 1s 
improbable, but it is probable that he visited Sweden in an 
effort to obtain allies among leading Swedish Communists 
and the representatives of the Cominform there. Strand 
Johansen, who had been very active during “the purge 
suffered a nervous breakdown and is now in hospital. 


It is very hard to find the real reasons for this split and 
it will take some time before the final results emerge. It 
is likely, however, that personal controversies played a great 
tole. Obviously it is very hard to take a defeat like the 
one the Communists suffered in the October elections w:tuout 
Considerable quarrelling among the leaders of ne 
Party. There is some speculation about the possibility o 
‘the Communists who have been thrown out by Lévlien and 
Strand Johansen becoming members of the Labour party. 
This happened to several Norwegian Communists when they 
Suffered such a severe set-back during the years 1924-1930. 
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One of the Communists at that time was Fredrik Monsen, 
who later became a Labour member and eventually president 
of the Storting. This time, however, it is most unlikely that 
Labour will receive any Communists. Not only are they 
regarded as professional trouble makers, but also Labour 
today has candidates enough for leading jobs. 


Quarrels Among the Defeated 


There is, in fact, lithe doubt that the October elections 
must have been the time when the fuse was lit which has 
now caused the explosion. The personality of Furubotn 
also accounts for a great deal. During his prewar years as 
leader of the Communists, Furubotn showed only a few of 
the qualities of a political leader. He was a typical “ Marxist 
theologian,” with his head full of Marxist theory. From the 
very start different sections of the Communist Party struggled 
against each other. One of these sectiops was the so-called 
Mot Dag group under the leadership of Erling Falk, who 
translated “Das Kapital” into Norwegian. Furubotn 
succeeded in .1929 in throwing out Falk and the Mot Dag 
group as “counter-revolutionaries and place hunters.” 

During his prewar years as leader of the communists, 
Furubotn showed only a few of the qualities of a political 
leader. He was a typical “ Marxist theologian,” with his 
head full of Marxist theory. From the very start different 
sections of the Communist Party struggled against each 
other. One of these sections was the socalled Mot Dag 
group under the leadership of Erling Falk, who translated 
“Das Kapital” into Norwegian. Furubotn succeeded in 
1929 in throwing out Falk and the Mot Dag group as 
“ counter-revolutionaries and place hunters.” 

About 1930, there was a new development. Furubotn 
was called to Moscow and stayed in Soviet Russia until 
1938. He then settled in Bergen and lived in comparative 
retirement until the war came. He then became very active 
in the underground, and, in 1941, was again made general 
secretary of the Norges Kommunistiske Parti. He organised 
his own partisan movement and often took the initiative 
contrary to the will of the Home Front leaders. After the 
war, without giving any reasons, he gave up his job as 
general secretary, but under pressure from the Party he 
agreed to carry on. At the second national congress of 
Communists in February this year he was absent and his 
opponents got him removed from the Central Committee of 
the party. However, his adherents got the majority in the 
national committee which appoints the members of the cen- 
tral committee, and he was thus able to retain his position. 
Since that meeting he has carried on the activity which his 
opponents, Lévlien and Strand Johansen, have called “ Trot- 
skyistic Titoistic Bourgeois-national.” 

During the occupation years, Furubotn did, in fact, regard 
himself as a “ Norwegian Tito ”—a name which the Swedish 
Communists gave him, but which has little relevance to his 
performances, and since then he appears to have suffered 
from megalomania. 


Nevertheless, well-informed obververs consider Furubotn 
to be entirely loyal to Moscow. Moreover, he is still the 
leader of the secret organisation which Moscow uses in 
Norway for gaining information and for making trouble. 
It should also be noted that when people in other countries 
who were apparently in the same position, expressed any 
sympathy for Tito they were immediately attacked by 
Moscow. But Moscow has not to this day uttered one word 
against Furubotn. The whole matter is left open. It is 
bevond doubt that Lévlien and Strand Johansen were 
authorised by Moscow to start a purge in Norway. But 
Moscow still does not attack Furubotn openly. This caution 
may be because Furubotn knows so much about the secret 
Communist organisation. Be that as it may there is no doubt 
that the purge in Norway is a hard blow to Communist 
influence in industry. Their vote at the elections 
fell from 170,000 to 101,000. If elections took place now 
they would probably lose at least another 40,c00 votes. 
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Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency in 


Catesby Office Furnishings and we offer you 
ourfullexperience and tradition ofservice. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBYS 


LIMITED 
64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 
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% The Henley “ Incentive Scheme” is 
producing better tyres than ever before. 
Send for the booklet “ Incentive in 
Action” which tells how quality is built 
into Henley tyres. 
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HENLEY'S TYRE AND RUBBER CO., LTD., DEPT. ADVT.K.2 
MILTON COURT, DORKING, SURREY. Works: GRAVESEND, KENT 














THE ‘NELSON’ WELDING GUN 
A better job because of BAKELITE 


BAKELITE LIMITED + 18 GROSVENOR 


stepped up output... 
lowered costs... 
guaranteed accuracy 


The ‘Nelson’ welding gun (marketed by Crompton Parkinson 
Ltd.), which fixes studs to steel surfaces by welding instead of 
drilling and tapping, is now produced to specification much more 
quickly by transfer moulding the main body in BAKELITE high- 
strength material Grade X199/3 Natural. This moulding in- 
corporates many metal inserts, including a heavy copper solenoid, 
and is characterized by its precision and great strength. 
There is a BAKELITE material for every known application—and 
among them one which may help you to simplify some operation, 
speed it up and reduce its cost. Why not avail yourself of our 
co-operation? Ring our technical representative at Sloane 9911 
(London); Midland 5911 (Birmingham); Central 4908 
(Manchester); City 6825 (Glasgow). 


BAKELITE PLASTICS 


TRADE MARK 


GARDENS LONDON ° $.W.1 SLOANE 9911 
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New Weapons Against Pests 


VER a million acres of land in Britain were sprayed 
last season to protect crops from damage by weeds 
and pests. This acreage is perhaps four or five times the 
area sprayed before the war. It indicates the growing 
interest and belief in chemical methods of pest control, 
methods which have been increased in efficiency and re- 
duced in cost by the development of several new 
materials. Most of the materials now used are compli- 
cated preparations not heard of in agriculture before the 
war. That they have succeeded, so far, in earning the 
confidence of farmers and fruit growers in so short a 
time 1s an argument in favour of their effectiveness. 
These new chemicals are of several kinds and are 
applied for a number of distinct purposes. For example, 
the selective weedkillers destroy only certain classes of 
plants ; hence they can be sprayed on certain growing 
crops to kill particular weeds. ‘There are two distinct 
types of such selective weedkillers. One class consists of 
“di-nitro” compounds which kill the plant at the point 
where it puts on new growth ; if the growing crop is 
shielded by its own leaf formation, the weeds take 
the full effect of the spray and the crop grows on 
unharmed. Such “ di-nitro” sprays can be used on 
cereal crops, grassland, peas, flax and lucerne. The 
second class of weedkiller, based on the new knowledge 
of hormones, kills by stimulating growth to an unnatural 
extent. These preparations are absorbed into the root 
system of plants. Cereals and grasses are not affected 
by them, but weeds (and indeed crops other than grass 
or cereals) undergo a biological explosion and perish. 
The application of both kinds of weedkillers needs care- 
ful control to avoid damage to crops. Again, the balance 
between the application of weedkillers and the applica- 
tion of fertilisers requires further research. 


Insecticides are simpler to apply and more direct in 
their effects. Selective weedkillers are new ; but there 
are many familiar insecticides which, with few excep- 
tions, will destroy or control most insect pests. Applied 
in the form of sprays, these insecticides remain effective 
for a comparatively short time. Sun, wind or rain may 
remove the droplets from the plant or trees ; the active 
chemical itself may have only a short life ; and some of 
the worst pests breed fast. Good pest control, therefore, 
has always meant frequent spraying, which is costly and 
may put the control of insect pests beyond the reach of 
backward or unprosperous growers. Research has added 
several new insecticides, more persistent in their effects, 
to the older preparations. ‘Two of them, DDT and 
certain preparations based on phosphorus, kill on con- 
tact, and a third type makes the plant itself poisonous. 
DDT is not a universal killer. It destroys several species 
Previously immune but not, among others, the red spider 
mite ; for this reason DDT created a red spider infesta- 
tion in its first trials simply because it killed the natural 
efemies of the mite. Most of the phosphorous — 
cides, particularly parathion, kill a very wide range 


insect pests. Another class, also based on phosphorus, 
is known as “ systemic ” insecticides ; these preparations 
are absorbed into the plant sysiem through the surface 
of the leaves and render the plant poisonous to any sap- 
sucking insect for as long as four weeks. Such 
“ systemic” compounds have several advantages. It is 
not necessary to cover the plant with spray, since the 
whole of it, and not merely the part touched, becomes 
poisonous. Rain will not wash them away. And since 
the natural enemies of the sap-sucking pests are left 
unharmed, they are able to destroy any of the pests which 
may have survived a non-lethal dose to lay the founda- 
tions for an immune species. Naturally, systemic in- 
secticides can only be used to protect those crops which 
are attacked by sap-sucking pests, but many of these 
pests belong to species which, because of their rapid 
breeding, are particularly hard to control. 


* 


Some of these new preparations are not without their 
dangers, and it is entirely proper that the public ‘health 
authorities should watch their use and results very closely. 
Phosphorus insecticides (particularly parathion), “ di- 
nitro” compounds and systemic insecticides would be 
lethal if carelessly handled. Protective clothing and air- 
conditioned tractor cabs are among the necessary pre- 
cautions. Even so, the first two groups have caused 
chemical poisoning in Britain and in the United States. 
A wider risk lies in infecting the crop. Manufacturers 
warn the grower that no crop must be harvested within 
30 days of treatment with parathion or six weeks with 
systemic insecticides. These precautions should give a 
wide safety margin to protect the consumer ; but as the 
regulations stand, it is the responsibility o1 ihe grower 
to see that they are respected. 

Even this does not complete the account of new in- 
secticides. Recently, two new insecticides have been 
developed to kill pests which had previously been in- 
vulnerable. One is benzene hexachloride, already used 
for destroying locusts, which can be applied as a cereal 
seed dressing to kill wireworms if they attack the seed. 
The other is a soil fumigant which kills the root-knot 
eelworm ; this pest is not found in Britain (at least out- 
side glass-houses where it gives great trouble to tomato 
growers) but it does tremendous damage to crops in 
tropical countries. 

The techniques of these new weedkillers and insecti- 
cides have been worked out more quickly than their 
economics. There is room for a good deal of argument 
about costs and returns. The costs vary according to 
the material and the way it is applied ; the return, in 
higher yields, is easier to demonstrate than to measure. 
Many farmers still doubt whether the results obtained 
cover the cost of using these materials. Apart from the 
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cost of the chemicals themselves (which may be quite 
low), their application to the crop is costly. In a case 
of serious infestation, spraying may make all the 
difference between failure and a fair crop. But the 
average farmer is hard to convince, particularly in the 
many marginal cases where the damage to be expected 
from pests is not likely to exceed the average cost of 
spraying. 

Fruit growers are easier to persuade. Some of them 
spray six or more times a year with different sprays for 
different pests. It should be possible to reduce this 
number, and, with the advent of the newer products, 
winter washes may conceivably become —— In 
some cases two treatments could be combined, DDT 
being sprayed with a red spider insecticide and with 
some fungicides. (This is not all gain. Growers have 
found that having killed the apple blossom weevil, they 
have to pay high wages to have the blossom thinned. 
The weevils did this for nothing though they could not 
be relied on to leave the right number of fruits.) Again, 
the greater persistence of the new insecticides should 
warrant fewer applications a season. DDT spray remains 
active for a week or so compared with a day for nicotine 
treatment. A systemic insecticide has been applied ex- 
perimentally for control of aphis on hops, and the results 
suggest that only two sprays will be needed compared 
with six at present. 


* 


Spraying costs vary from 15s. an acre when the farmer 
does his own work of simple weed control, to 63s. 
charged by some contractors, usually for more difficult 
operations. Pest Control Ltd, the biggest contractors in 
Britain, make an average charge of 43s. an acre. Charges 
can rise as high as £7 an acre for difficult work among 
high or densely planted crops. But since some straw- 
berry growers spend up to £60 an acre on cultivation 
—mainly hand hoeing to keep down weeds which 
harbour pests—the economy of reducing the number of 
sprays or of replacing hand labour by the mechanical 
application of chemicals is self-evident. 


A less valuable crop offers no such straightforward 
evidence of saving in costs ; this is usually true of field 
crops where the balance between the cost of application 
and extra yield is difficult to weigh. Farmers who pro- 
duce average crops without spraying their corn, their 
beet, or their brassicas ask where the gain lies. Yet even 
if there is no apparent advantage, the farmer may over- 
look the risk of storing up trouble for himself if he grows, 


year after year, the crop which gives him the maximum 


return. Pests and weeds thrive on inattention, because 
their ideal breeding conditions are annually reproduced. 
That is an argument for crop rotation, by which the 
farmer can limit the conditions which favour major 
infestations of weeds and soil pests. The rotation of 
sugar beet with other crops is compulsory to prevent 
infestation by eelworm, but the rule was not introduced 
until the pest had already devastated the best beet- 
growing regions in Europe. 

The negative advantages of treatment—the damage 
which would have been done had the treatment not been 
carried out—are often impossible to assess. A much- 
quoted figure says that ten per cent of the world’s food 
crops are destroyed annually by insects, but its statistical 
basis is obscure. The value of spraying tends to be based 
on the price of the crop in a year of severe infestation— 
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a scarcity price. But the guide which farmers want would 
be based on prices in a bumper year ; and on this footing, 
a direct calculation might often show that the treatment 
would not pay. Weedkiller sprayed on a poor field of 
infested corn may increase the yield by 150 per cent ; 
on a good field it may not increase it at all, though it 
would keep the land clean without great labour. 
The average farmer asks whether spraying will pro- 
duce 2 cwts more of wheat or 1} cwts of barley 
per acre to cover its cost. Many farmers evidently 
believe that spraying is worth while—or are doing well 
enough not to look too closely at the cost and return. 
Although the new selective weedkillers have only been 
on the British market since the war, between five and 
ten per cent of the total cereal acreage and about one 
per cent of the permanent pasture in Britain was sprayed 
with them this year. One manufacturer estimates that 
within ten years each of the figures will rise to 40 per 
cent. This, if nothing else, is a mark of the enthusiasm 
with which these new discoveries are being developed 
commercially, 


* 


Already, however, the prospect of some eventual fail 
in farm prices and profits is affecting the course of ex- 
periment. The cost of chemicals is relatively small in 
most uses, though it may sometimes amount to half of 
the total ; but they are applied in weak solutions which 
entail much handling of water. One weedkiller, for 
instance, is at present sprayed at the rate of 3 pints of 
chemical in 100 gallons of water to each acre ; the carrier 
might be reduced to 10 or 15 gallons if special equip- 
ment were used. Experiments suggest that an oil carrier, 
instead of water as at present, may be satisfactory and 
economical. This is encouraging to the petroleum com- 
panies who find a good market in oil-based winter washes, 
a market which they might lose if winter spraying were 
superseded. Low-volume spraying holds out the 


possibility of saving time and labour on water-carting, .. 


often under difficult conditions. 


Low-volume spraying may also be important to firms 
with an eye on pest control contracts in tropical and 
sub-tropical regions. Spraying from the air is the only 
reasonably economic method for such large areas, where 
the crops are often too dense for tractors and wheeled 
sprayers to pass between the rows. Anything which re- 
duces the weight of the spray applied from the air is 
an advantage. Fixed-wing aircraft are not wholly suit- 
able for this work ; helicopters are more satisfactory, and 
would be ideal if they were fully reliable. The initial cost 
of a helicopter is at present very high—{20,000, com- 
pared with a tenth of that sum for simple small aircraft ; 
and some recent experiments suggested that helicopters 
cost 21s. to cover an acre compared with 12s. for a fixed- 
wing aircraft. Nevertheless, the experts in this field are 
convinced that helicopters are the only possible machines 
for general aerial spraying, and most of the big chemical 
companies are co-operating in development tests. Pest 
Control Limited, which uses helicopters as part of its 
normal contracting equipment, makes the same charge 
for spraying by helicopter as for spraying by tractor, and 
has, indeed, found that on occasions the helicopter has 
proved far cheaper than a land vehicle. Under 
tropical conditions, the technical advantages of the heli- 
copter are obvious. It is being used in Africa against 
cotton pests, and it is hoped to use it against the mealey 
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bug which is spreading disease in the cocoa groves. The 
economic future of aerial spraying, however, has still to 
be proved. — 

The materials and techniques are still in their infancy, 
and at present the available business would hardly sup- 
port a number of aerial spray contractors trying to pay 
their way simply by contracting without any ancillary 
interest in chemical manufacture. The potential field in 
less developed areas where insect damage cannot be 
checked in any other way is enormous, but it is 
being wisely tackled on a modest scale by small field 
trials. The truth is that, in many areas of this kind, it 
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would be a waste of money and energy to a these 
new methods of pesticide until cltndia is aoa 
simply because these areas would be rapidly re-infested. 

The conclusion, therefore, is that these new methods 
of pest and weed control are promising rather than fully 
Proved. In horticulture and market gardening, where 
the crop is valuable and vulnerable, the economic advan- 
tages are clearer than in grassland or arable cultivation. 
There has been enough money in the farmer’s pocket 
to give the new techniques a good start in the past four 
years. What has now to be done is to prove their worth 
as a regular ingredient of good farming practice. 


Brewery Share Outlook 


Af ER their collapse early in the year, when they 
first felt the effects of falling beer consumption and 
the sting of interim dividend cuts, brewery shares have 
remained friendless throughout most of 1949. Prices 
have drifted steadily lower until yields of less than 6 per 
cent on good brewery shares have become the excep- 
tion. The dry summer gave a fillip to consumption, but 
shareholders approached the dividend season with no 
great expectations. The best that can be said of recent 
brewery company reports is that they are no worse than 
was to be expected. At any rate, dividends have generally 
been maintained and profits, though lower, have not 
reveaied any sensational falls. Among the batch of com- 
panies whose trading periods cover the twelve months 
to the end of September, whose results are analysed in 
the accompanying table, only three have paid lower ordi- 
nary dividends for the year. Two other companies have 
announced a lower percentage rate of distribution, but in 
each case this is the counterpart of an increase in capital 
resulting from a bonus issue. Another company has 
simply omitted its jubilee bonus of 1947-8. 


There can obviously be no serious complaint about 
recent dividends. But what of profits and earnings ? 
Aggregate trading profits of the nineteen companies 
analysed showed a fall of 15 per cent, but this average 
result conceals wide differences in the experience of 
individual companies and of particular districts in the 
country. In comparison, total beer consumption during 
the same 12 months fell by 3} per cent, from 28,800,000 
bulk barrels to 27,743,000 bulk barrels. Although this 
falling trend of consumption has justified a cautious 
view about brewing profits, it is significant that the 
producers of nationally-advertised bottled beers have 
stood up best to falling demand. 


The performance of Arthur Guinness is a good 
example. The trading profit of the parent company in 
1948-9 declined by only 1} per cent. An increase in 
export sales has helped last year’s results, and home 
market sales have been maintained although costs have 
risen. Arthur Guinness has clearly benefited from the 
increasing public preference for bottled and higher 
gravity beers. Indeed, Guinness seems to have been 
better placed in this respect than another concern with 
a national market—Ind Coope and Allsopp, whose trad- 
ing profit (adjusted to a yearly basis) would seem to 
have fallen by as much as 29 per cent. Bass Ratcliff 
and Gretton, a third company in this group of brewers 


catering for a nation-wide market, has shown only a 
moderate fall in trading results of 5 per cent. 

Without doubt, the biggest fall in brewing profits has 
occurred in the north of England. This is certainly un- 
expected, for it is not matched by particular economic 
difficulties or falling incomes in the industrial north. 
Trading profits of Higson’s Brewery are down by as 
much as 38 per cent, though two other Lancashire com- 
panies report declines of only 64 per cent and 14 per 
cent respectively. The most uniform setback has taken 
place in the north-east, where the trading profits of the 
three companies reporting for the period show reduc- 
tions ranging from 18 per cent to 274 per cent. The 
explanation given by the chairman of Bentley’s York- 
shire Breweries is simply that “ competition is again 
keen and we are no longer in the position of being able 
to brew to capacity and find a ready market.” Evidently, 
in the predominantly industrial areas, wage earners have 
become increasingly selective in their expenditure, 
smoking as much but drinking less, while the breweries 
have lost a good deal of their public house trade to clubs 
and canteens. 

w 


The results of companies in the Midlands have been 
patchy. Here again there is no very ready explanation, 
in terms, say, of the distribution of employment over the 
area during the period, but there have evidently been 
differences in turnover among the various companies, 
and an uneven impact of the general rise in costs. 
Mitchells and Butlers, and Ansells, both centred on 
Birmingham (which has certainly not lacked prosperity) 
have done poorly. Wolverhampton and Dudley, mainly 
operating farther afield, has been more fortunate and 
its sales of draught ale were a record. From the sample 
of results in the table, it is clear that country brewers 
in the west of England have had a poor year; 
both Usher’s Wiltshire and Stroud Brewery reveal 
a decline in trading profit well exceeding the average 
for the country as a whole. Results farther south 
have again belied the prophets. The south of 
England might have been expected to feel the full 
force of falling consumption. ainly in centres such 
as Watford, Norwich and Luton profits have held up 
very well. For London, the only available company for 
this period is Wenlock Brewery whose trading profit is 
214 per cent lower. The chairman considers this result 

reflection of the past year’s trade in 
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London.” This experience is matched by that of a much 
larger London brewery, Watney Coombe Reid, whose 
trading profit for the year to June last fell by nearly 24 
per cent. This company, of course, enjoyed less than 
three months of the “ penny off the pint” which the 
Chancellor conceded last April, and its experience last 
year was that the falling off in trade was much more 
marked in the southern half of the country. Other com- 
panies south of the Thames, in “ the Strong country” 
and on the south coast have reported that sales dropped 
appreciably. 


Fortunately for brewery shareholders the impact of 
the fall in trading profit on net profits and equity earn- 
ings has been greatly softened. The average decline 
in net profit of the nineteen companies in the table was 
12 per cent, compared with a fall of 15 per cent in their 
trading profits. The reason is not far to seek. Provisions 
for taxation on the year’s profit have been substantially 
reduced. This result of lower taxation is not magical, 
nor does it represent a real alleviation of the heavy bur- 
den of taxation ; to some extent, it reflects credit taken 
for initial allowances on capital expenditure, which in 
future years may have to be made good from taxed 
profits. The chairman of Wenlock Brewery remarks 
that “in 1938 when our gross profit was less than it is 
now, our net profit was almost fifty per cent greater.” 
Expenditure on deferred repairs by this group of com- 
panies has been largely financed from provisions, which 
has relieved the charge falling upon revenue. To this 
extent, the past year’s profits figures have not had to 
carry such a heavy burden as would otherwise be the 
case. But there are some companies whose recent results 
have been particularly affected by heavy expenditure for 
repairs and maintenance charged to revenue without 
benefit of a compensating transfer from provisions. A 
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few companies, such as Strong and Co. of Romsey, give 
a separate statement in the accounts of total expenditure 
on repairs and the amount financed from provisions. 
Rather more than half the total of £127,577 spent by 
this company has been financed by calling on earlier pro- 
visions. Thus the impact of expenditure on repairs has 
varied quite widely between particular companies. This 
is a point of some importance for the future. Permits 
to proceed with repairs have been more readily obtain- 
able, and expenditure on deferred repairs and ordinary 
maintenance appears to have been speeded up in the 
past year. Further, the time limit for obtaining EPT 
refunds on expenditure from provisions for deferred 
repairs has been extended into 1952, but some com- 
panies have already spent their full provisions under 
this head and have taken full credit for tax refunds. 
The conclusion for the future is that, since there are 
still substantial arrears of repairs, a higher proportion 
of the work will fall to be charged in coming years to 
current revenue. This fact, coupled with the high cost 
of repairs, may indeed act as a deterrent to new outlays, 
and the recent cuts in the building programme will also 
have their effect in holding up projected schemes. But 
at the very least, the cost of rehabilitation in future is 
likely to put an effective ceiling on brewing dividends, 
and at the worst, it might make future reductions in 
dividends more severe than they would otherwise be. 


* 


Of the many influences which restricted the level of 
profits last year two were particularly onerous. First, 
the reduction of 21s. per barrel in the beer duty in the 
April Budget was far from being an unmixed biessing 
to the brewers for they were saddled at the same time 
with an obligation to find an additional 3s. per barrel 
towards the total reduction of 24s. per barrel. It is diffi- 
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ailt to say how far the reduction of a penny a pint 
} gmulated sales in the summer months, but it «d hardly 


ave gone very far—certainly not so far as to relieve the 


) ewers of any part of the extra 3s. a barrel. 


The second factor which has contributed to increased 


} costs is the Catering Wages Act, which was effective 
7 groughout the whole of the past year Its incidence 
7) tas varied according to the type of trade, but some esti- 
+ gates put the increase in wages costs for beer distribu- 
-) ton and hotel and catering business as high as 50 per 


cent. Some of the most onerous orders under the Act 
were amended as from June 1, 1949, but its provisions 
are still a heavy burden and are likely to remain so until 
further revisions are made. The enquiry into the opera- 
tion of the Act, for which Mr Isaacs, the Minister of 
Labour, has recently asked “as a matter of urgency,” 
may eventually lead to some improvement. 


* 


Reserves remain traditionally strong in the brewing 
industry, but some of the most secure companies must 
have been looking hard at their depleted cash balances 
at September 30th. Inflated costs of raw materials, the 
expense involved in modernisation and extensions, the 
cost of new properties, the conversion of limited licences 
to full licences, amalgamation schemes and other in- 
creases, in particular in wages bills and power charges, 
have all contributed to the drain on liquid funds. Brewery 
companies are perhaps better furnished with cash than the 
general run of industrial companies at the present time, 
but they are likely to need every pound to meet the 
backlog of repairs and plant replacement. 
















For Export 


At the quay-side, the import-export procedure 
is reaching its final stages, but the earlier steps 
were equally important. Markets had to be 
found, references exchanged, restrictions com- 
plied with, payment arranged and documentation 
completed. At each of these steps the services 
of the Westminster Bank can usefully be 
employed. To help those who are engaged in 
foreign trade, the Bank has issued a booklet 
which may be obtained without charge at any 
branch. Ask for The Foreign Business 
Service of the Westminster Bank 


WESTMINSTER BANK LIMITED 
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Recent dividend announcements have, at least tem- 
porarily, reprieved brewery shares in the eyes of their 
holders. But the narrower earnings cover for current 
dividend rates has certainly not escaped attention. There 
is general agreement that unless beer consumption is at 
least maintained even the profit levels of the past year 
will be impossible to hold. The element of overhead 
costs would rise steeply, per pint or per bottle, if a 
further drop in consumption were to take place. The 
chairman of Watney Coombe Reid, after summing up all 
the factors affecting demand, concluded that for his com- 
pany the expectation of lower profits was inevitable. 
This expectation is likely to be shared by the majority 
of brewery companies during the current year. For the 
first ten months of 1949, output did not quite reach 22 
million bulk barrels ; for the corresponding period of 
1948, output was almost 234 million bulk barrels. The 
October figures were the poorest, for that month, since 
1940. It is hardly surprising therefore that brewery 
shares should be yielding as much as 6 per cent if their 
dividends are well covered, and 7 per cent or more in 
cases which may admit of doubt. When social habits 
changed, and beer drinking for its own sake disappeared 
in favour of the moderate pleasure of the glass, combined 
with food and social meeting, the brewery industry 
successfully made the transition, and to its own profit. 
Now it is faced with stiffer problems, fur whatever it 
can do to attract custom will involve it in considerable 
expenditures and will hold out no greater expectation 
than the maintenance of its profits. It might not be wise 
to conclude too soon that brewery shares have per- 
manently lost their old investment status. But at present 
they are mild and bitter, not strong ale. 
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Business Notes 


Spending and Saving 


Reports from retail trade and from other recipients of 
Christmas spending sit ill beside the Chancellor’s pleas for 
restraint and his hopes of a more effective disinflation. It 
is too soon, however, to form any reliable judgment about 
the extent of the Christmas trade, and it would certainly 
be unwise to regard such evidence of it as is yet available 
as a measure of the extent of inflation present in the national 
economy. The statistical evidence of Christmas trade is, 
indeed, susceptible of different interpretations. Much has 
been made, for example, of the fact that encashments of 
National Savings in the week to December 17th reached 
£23.6 million—a new high level. Disquieting though the 
trend of savings certainly is, it ought to be noted that these 
encashments were not a great deal larger than the £22 million 
for the similar week of 1948. Since new savings subscrip- 
tions were again below their 1948 level, the week’s dis-saving 
amounted to nearly {£10} million compared with just over 
£8 million. This deterioration is not, however, greater than 
that experienced in previous weeks and cannot, therefore, 
fairly be regarded as proof of a sudden spending spree. 

Similarly, the Christmas demands for additional currency 
did not differ markedly from those of 1948. Unfortunately, 
no precise comparison between the two years is possible, 
because in neither period has the Bank return disclosed the 
full extent of the Christmas demands, and this year’s pre- 
Christmas return was made up three clear business days 
before the holiday. An approximate allowance for these 
differences does, however, suggest that the seasonal outflow 
of notes this year was probably a little less than in 1948. 
Measured from the low point reached in October, the note 
circulation in 1948 rose by £65.6 million to a peak of {1,296.4 
million (shown in the Bank return dated two days before the 
holiday); the corresponding movement this year has been an 
increase of {63.2 million to a peak of {1,321.9 million (shown 
in the return dated one day after the holiday). 

If allowance is made for the increase in prices during the 
year, neither the savings figures nor the movements of cur- 
rency suggest any extreme level of seasonal activity. The 
official index of retail prices shows an increase of virtually 
4 per cent over the year, while wholesale food prices have 
risen by 16.5 per cent and those of industrial raw materials 
by just over 4 per cent. By contrast, the active note circula- 
tion expanded by less than 2 per cent. In the absence of 
actual figures of retail trade, it seems that evidence of infla- 
tion in the consumption trades should be sought not so much 
in the volume of expenditure as in the means of its financing. 
It now seems evident that the full fiscal year, 1949/50, will 
show an appreciable deficit on National Savings. The cumu- 
lative figures for the period to mid-December showed net 
dis-saving of {67.7 million, in contrast with only £15.3 
million in the similar period of 1948. It is fair to point out, 
however, that last year holders of small savings securities 
benefited from a substantial repayment of Defence Bonds at 
maturity. Such repayments, as distinct from encashments 
before maturity, are not included in the statistics published 
by the National Savings Committee. If they are brought 
into the reckoning, it will be found that the difference 
between the aggregate dis-saving through National Savings 
media this year and last has been almost negligible. 

* * * 


Bevan Plays King Canute 


Another chapter was added last week to the foolish tale 
of the arrangements of thg Public Works Loans 
Board, when Government issued an admonitory circular 
to the various local-authority borrowers. Owing to the fall 
in. gilt-edged values, the yields obtainable on Government 


securities have, as The Economist has repeatedly pointed out, 
long been much above the rates charged by the PWLB oa 
its loans ; yet the Government obstinately refuses to revise 
its terms. The absurdity of this policy was neatly demon- 
strated a few weeks ago when, as a consequence of the post- 
devaluation collapse in gilt-edged, the concealed subsidy to 
local authorities reached its maximum at the very moment 
at which the Government was announcing that cuts in the 
housing programme were to play a major part in its pro- 
gramme of “ consequential measures.” The margins between 
gilt-edged yields and PWLB lending rates have narrowed a 
little since mid-November but they are still very wide. In 
its recent operation, the British Treasury had to offer 2} per 
cent for five years in order to convert the maturing Exchequer 
bonds ; yet it will lend to local authorities, via the PWLB, 
for the same period at } per cent less. On longer dated 
loans, the disparity is, of course, still greater. PWLB loans 
of 15 years or more cost only 3 per cent, yet 3} per cent can 
be earned by investors in the 23-year British Electricity Stock 
and 3% per cent (flat) by those who care to buy “ Daltons ” 
(with a life of 25 years or more). 


There is a good deal of evidence to show that these un- 
economic lending rates are encouraging extravagance on the 
part of local authorities ; but even if it could be demonstrated 
that physical control is strong enough to prevent the subsidy 
from stimulating the actual volume of physical investment 
that is set in motion, these arrangements would still be 
undesirable. Finance officers of the authorities concerned 
have naturally taken the view that they would be failing in 
their duty to those whom they serve if they did not borrow 
in anticipation of future needs—for, by so doing, they can 
make a useful “turn” by reinvesting the proceeds in the 
gilt-edged market—a procedure which, incidentally, has 
much the same monetary effect as does the direct intervention 
of the Government broker when supporting the market. 


* 


Having provided such inducements to borrowers from the 
PWLB, the Government now seems surprised to find that 
they are having their natural effect. But, instead of taking 
the obvious step by removing the real source of the trouble, 
the Minister of Health is falling back upon mere exhortation. 
A plaintive circular from Mr Bevan last week gave the 
following warning: — 

In recent months there has been a marked increase in the 
volume of loans drawn from this source. Such an increase 
is not warranted by the volume of capital expenditure which 
has been authorised. 

The advantages of borrowing from the Board will be 
readily apparent to local authorities. But it is incumbent 
upon each local authority to ensure that, by the fullest use of 
other available resources, no greater proportion of their 
sanctioned loans than is essential is drawn from the Board, 
that loans are not taken up earlier than is necessary, and that 
any advance under a loan sanction is limited to an instalment 
of the full amount immediately necessary. The Government 
confidently look to all local authorities for full co-operation 
in this matter. 

In order to satisfy themselves that this arrangement is 
understood, the Board will, when applications are made to 
them for advances under sanctions, take such steps by 
questionnaire to the local authority as may seem appropriate. 

It will be interesting to see the effect of these Canute-like 
tactics. To judge from the weekly Exchequer return, loans 
to local authorities have totalled {90 million in the past 12 
weeks, an increase of 50 per cent on the total for the similar 
period last year. For the financial year to date, new loans 
aggregate £222 million, or £44 million more than last yeat 
and only £12 million less than the estimate for the full 
financial year. 
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Changes in “ Counterpart ” Funds 


Among the various tenuous rumours which have been 
greulating recently to the effect that the United States 
authorities have been toying with new financial arrangements 
that would give relief to Britain and/or the sterling area as a 
whole has been a suggestion that the ECA “ counterpart ” 
fund might in some way be made the vehicle for action of 
this kind. Given the fact—repeatedly emphasised and ex- 

ined in these columns when the initial ECA accounting 
grangements were being hammered out—that in Britain 
the counterpart fund is only a book-keeping device in 
the internal accounts of the British Government for giving 
formal documentation of Britain’s proper usage of the aid 
according to the principles laid down by ECA, it was 
never possible to conceive how it could be employed in the 
manner rumour seemed to be contemplating. It is now clear 
that these reports were very wide of the mark. All that is in 

tion is a shifting of ECA’s preferences as to the dis- 
position of the fund between the several uses to which it may 
be put under American law. 


Originally, ECA preferred that Britain should use the funds 
for debt redemption; the British Treasury accordingly 
arranged for a specifically segregated portion of the national 
debt (the special Treasury interest-free Notes which are held 
by the Bank of England as the literal counterpart of the funds 
outstanding at any time on the Treasury Special Account at 
the Bank) which is redeemed as and when the ECA authori- 
ties sanction releases from the Special Account. Now, how- 
ever, it appears that ECA is taking the view that an ability 
to point to a pile of cancelled interest-free Notes is not a 
very satisfying demonstration to Congress (which it must 
soon approach for a new appropriation) of the real fruitful- 
ness and good usage of ERP dollars. It thinks it expedient 
to have more positive evidence available, and apparently 
would like to see instead the receipted bills for a newly- 
erected rolling mill or power station. 


Such real investment, of course, proceeds quite regardless 
of the procedural forms of ECA ; and, as people have recently 
had good reason to appreciate, its extent depends very much 
upon whether the Government’s disinflationary policy is 
sufficient to provide a current surplus (automatically used for 
debt redemption) of “ public” savings which will make good 
the deficiency in private savings. No matter how the use of 
ECA funds is documented, the real measure of Britain’s com- 
pliance with the true aims and spirit of ECA is the adequacy 
of its disinflationary support both for the dollar export drive 
and for necessary industrial investment. The changing pre- 
ferences of ECA on the point of procedure therefore involve 
only internal Government book-keeping, and have no prac- 
tical significance for Britain—except, of course, in that 
ECA’s judgment in these matters may influence the eventual 
vote in Congress. This assertion requires one important 
qualification, also made here when the original accounting 
was devised. If ECA, or Congress, wanted to see as “ counter- 
part” the receipt for a rolling-mill (or any other investment) 
Which is not already in Britain’s investment programme as 
lately pruned, the addition would impose a new inflationary 
Strain upon Britain’s economy, and would therefore have 
vital practical effects quite opposite to those which ECA 
teally has at heart. 


Industry 


Power Programme Makes Slow Progress 


Until the last day of the year efforts have continued to 

ing new electricity generating plant into service. The 
total addition to generating capacity achieved in 1949 cannot, 
therefore, be known for a few days yet. That it will fall 


well below the official programme is, however, beyond 


2 . . 8 
question. This has come to be an accepted thing. In 1948, 
When it was officially forecast that 1,100,000 Fliwans of 
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new plant would be commissioned, the amount achieved was 
only 566,000. The “ Economic Survey ” for 1949, in report- 
ing this melancholy result, forecast that about 1,000,000 kW 
of new plant would be brought into service in 1949. This 
forecast appeared no more than an aspiration at the time 
it was made. It was reduced to 875,000 kW in May, and 
if all has gone well in the last few days the new plant 
actually commissioned during the year may amount to 
700,000 kW ; more probably, it will be a little less. Peak 
demand has probably increased by rather more than the 
amount of new plant installed, and the gap between peak 
capacity and peak demand has not been reduced. 


This must clearly present the planners with a problem 
for 1950. Are they to bow to experience, and cut their 
forecasts ? Or are they to persist in estimating on an 
ambitious scale? The dilemma has arisen before, and it 
cannot be hastily concluded that the forecasts were at fault ; 
the performance may have been below what could reasonably 
be expected. What are the difficulties that have frustrated 
performance ? The answer to this question was obscured 
for a time by the failure to co-ordinate the building of power 
stations with the manufacture of the generator sets them- 
selves ; in the result, turbo-alternator sets had to be stored 
for lack of buildings in which to install them. Since the 
actual building and civil engineering work on power stations 
employ only a hundredth of the national labour force in 
the building and civil engineering industries, it is hard to 
believe that this was unavoidable. Although perhaps a dozen 
major turbo-alternator sets are still waiting in store in various 
parts of the country, the building and civil engineering 
difficulties have now been so far overcome that it is apparent 
that they are not the essential bottleneck. 


* 


The piace of honour is now held by the fabrication of 
steam-raising and steam-distributing plant: water-tube 
boilers, high-pressure piping, and valves. Boiler drums 
themselves, whether forged or fusion-welded, are in adequate 
supply. No great shortage of tubes is perceptible, and such 
a shortage, if it appeared, could easily be overcome. It is 
in the manipulation, processing, and finishing of the 
tubes for assembly into boilers that the difficulty now 
appears to lie. Order books in the trade appear to 
have become inflated, and other demands are competing 
successfully against the power programme. The boiler- 
making firms have had, from the British Electricity 
Authority alone, orders amounting to more than {100 million 
for delivery in the three years ending in 1952; but these 
orders are being completed at the rate of only about {12 or 
£13 million a year. The further bottlenecks in high-pressure 
piping and high-pressure valves can, perhaps, be connected 
with the progress that has been made in supplying plant 
of this kind for oil refining, oil development, and chemical 
plants. But the question is clearly one of priorities and of 
organisation. The power plants which are projected can be 
built if their requirements are given precedence over other 
demands. But it has to be realised that these “ other 
demands ” include the demands of dollar-saving and exports. 
The decision is a sericus one. If it is not to go in favour 
of the power plants, it will be best not to make cheerful 
forecasts of generating capacity next winter. 


a * * 


The Oil Refineries 


The past few months have seen some material progress 
in expanding British oil refining capacity. This is no more 
than the first-fruit of the home refining programme ; the 
units which are to give full flexibility and enable a full range 
of products to be turned out are still to come. 

At the Anglo-Iranidff plant at Llandarcy the main crude 
distillation unit, with a capacity of 2,000,000 toms a year, 
was completed in September. This refinery—which, two or 
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three years ago, was able to handle only 360,0c0 tons a year 
——has now a throughput of 2,500,000 tons, to be expanded 
to 3,000,000 tons when the project is complete. But the 
distance still to go is greater than these figures would suggest; 
many units have still to be added to make Llandarcy a 
complete modern refinery, and the work will take until 
1953. Marshall aid to the extent of more than $7,000,000 
was appropriated for Llandarcy in September. The Grange- 
mouth refinery of the same company, which handled about 
360,000 tons of oil in 1947, has been enabled to double its 
output, largely by improvised methods, so that it is now 
handling about 700,000 tons a year. New distillation units 
and a cracking plant to produce premier-grade spirit are to 
be added ; the capacity will have risen by 1953 to 1,500,000 
tons a year, but it will also have gained in flexibility, economy, 
and variety of product. The appropriation of Marshall 
funds to the extent of $6,500,000, which was announced in 
November for Grangemouth, is to finance, not the refinery 
itself, but the petroleum chemicals plant which will adjoin 
the refinery, and which will use refinery products for chemical 
synthesis. 
* 


The Shell refinery for Middle East crude at Stanlow 
started production at the end of November, some weeks 
ahead of the scheduled time ; the distillation unit now work- 
ing, which has a throughput of 1,000,000 tons of crude oil 
a year, represents about a third of the projected bulk capacity. 
It makes possible substantial economies in the provision of 
feedstock to the Shell chemical plant which has been in 
operation since the summer at the same site. The Shell- 
haven refinery on the Thames is not so advanced, but 
elaborate engineering work is in progress. 

The project of the Anglo-American Oil Company to build 
a refinery at Fawley which will be the largest in Europe has 
not (as has been suggested) been upset by the recent decision 
of the British Government to require the American com- 
panies to take “ sterling” oil. Indeed, the Fawley project 
was designed largely to meet the necessity of cutting dollar 
oil imports. It is the interim period, before the refinery 
is completed, that is facing the company with difficulties in 
its British trade. The work so far done, in the few months 
since the decision to proceed with the Fawley scheme was 
finally announced, includes the grading and levelling of the 
huge site, the laying of the railway spur and sidings, and 
most of the construction of a housing camp for the large 
labour force which will be employed. The foundations for 
some units of the plant have been started. Test piles are 
being drilled for the jetty which is to be built in Southampton 
Water to provide four berths for tankers of between 26,000 
and 37,000 tons each, 


* * * 


Reorganising the Northern Coalfields 


The report that the scattered and various coalfields of 
the Northern division are to be reorganised into two divisions 
had not been confirmed by the National Coal Board as this 
issue of The Economist went to press. Its trade union 
implications are discussed on page 1457. Technical and 
administrative arguments to support such a step have been 
apparent for long enough. The division covers Northumber- 
land, Durham, and Cumberland—too large an area to form a 
‘natural administrative unit, divided by the Pennines, and 
comprising coalfields on the east and west coasts. The 
figures of output, employment, and financial results show 
it to be, after South Wales, the problem division of the 
National Coal Board. 


Measured by the number of mineworkers employed (about 
158,000, out of a national total of 708,000) division is 
the largest in the Coal Board’s organisation. The next 

the North Eastern (the Yo: coalfield) has about 
138,000 workers. Before the war the coalfields of Durham, 
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Northumberland, and Cumberland together had a larger 
output than Yorkshire. But the relationship has now 
changed ; the total saleable outpat of the Northern division 
in 1948 was less than in the North Eastern division. The 
attendance record of the Northern division is better than any- 
where in the country, but good attendance is not enough to 
NoRTHERN Diviston or THe Narionat Coat Boarp in 1948 


} | 








Loss | Loss 

Saleable ‘Cost Per Ton (Profit) {| (Profit) 
Area Output saleable | Per Ton | on Colliery 
Saleable Operations 

. | | | 
Tons d ewe E 

North-East Durham ........ | 3,771,677 | 50 11-3 i 1s | sakaso 
Mid-East - si eaee te 5,228,566 51 1-6 3 610 806,152 
South-East “ih garter , 3,635,069 q 67-7 8-7 | 132.483 
South-West 21... | e734 | 54 82 | 6 OE | 1,195 975 
Mid-West we seeeeees | 3,502,102 | 54 10-6 | 8 1-6 | 1'493'929 
North-West Gt ee ' §,505,888 55 86 | 4 O58 | 1,111,466 
South Northumberland. |... 3,037,232 499 9-6 4 30 | 645,784 
Central oS EE wat eds 4.55169 45 58 |} 2-8 | 53,976 
North aft Deis as 3,742,239 ; 47 3:3 | 7-3 114,274 
Commented es 66d i oyun Sedse 1 6 42 | 13 6-4 678,226 
Torat—NortHern Division. | 37,850,241 Sl 0-7 3 4:7 | 6,422,415 


offset the poor output per man-shift, which is lower than 
anywhere in Britain except South Wales ; OMS for all workers 
in the Northern division in 1948 was 0.95 tons, compared 
with 1.11 tons for the whole country. It had recovered to 
1.04 tons by November this year, but this was less than the 
average for the same region in 1938—while the national 
OMS in November, 1.21 tons, was higher than the national 
average in 1938. 


These facts, together with the figures of operating results 
of the ten areas in the Northern division which are given 
in the accompanying table, merely reflect the intractable 
technical difficulties which beset the full exploitation of the 
coal reserves in this region. An administrative regrouping will 
not remove the difficulties, but it may facilitate the essential 
task of reorganising the collieries themselves. And it will be 
in line with a general tendency towards greater decentralisa- 
tion in the affairs of the National Coal Board. 


* x * 


Still Larger Tankers 


The two tankers of 31,000 tons deadweight which have 
been ordered from Vickers-Armstrongs, Limited, Barrow- 
in-Furness, by a Greek shipowner with interests in New 
York and Panama, will provide employment in the shipyard 
for about 25 years. These vessels have other claims to dis- 
tinction, for they are the largest tankers so far ordered in 
the world, and indicate that the limit of size for tankers 
has not yet been reached. Before the war the standard size 
for economic ocean-going tankers was about 12,000 tons 
deadweight, and this is still the most common size in the 
British and Dutch fleets. British companies at the end of the 
war placed orders for vessels of 16,000 tons and later 21,000 
tons. Norwegian owners are now taking delivery of tankers 
up to 24,000 tons deadweight, and a few 28,000 tonners have 
so far been the largest on order in Great Britain. Several 
tankers of up to 30,000 tons deadweight are under construc- 
tion in the United States, as well as two in France, but none 
of these equals the dimensions (625 feet length between 
perpendiculars and 86 feet beam) of the new vessels ordered 
from Barrow. These, like the majority of the largest 
tankers, will be single-screw turbine steamships, with a 
normal shaft horsepower of 12,500, giving a trial speed of 
about 16 knots. The two French ships, however, will be 
powered by diesel engines of 13,600 h.p., giving 15 knots 
speed. The more normal 12,000-tons British ship has diesel 
engines of 3,100 h.p. and 12 knots speed. 

There is a close relationship between the size and the 
speed of tankers ; the faster they are the bigger they must be. 
It seems, therefore, that the desire for speed is dictating the 
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EBORACUM = 


Articles in the January issue of 


THE BANKER 


include 


WILL THE AMERICAN BOOM 
CONTINUE? 









YORK, as we call it to-day, 
was the military capital of 
Roman Britain. The Emperor 
Hadrian visited the fortress in 
the year 120. Six hundred 
years later the city became 
one of the most 
celebrated places of 
education in Europe. 
The offices of Martins 
Bank in York's his- 
toric Coney Street 
and the Cattle Market U = F 
are links in the AIOE UGE ee 
chain of nearly 600 branches throughout England, Wales and 
the Isle of Man providing finance for every kind of business. 


THE CANADIAN ECONOMY IN 1949 
MONETARY CONTROL IN THE UNITED STATES 


AFTER THE AUSTRALASIAN 


ELECTIONS 


PROSPECT FOR GERMANY’S CREDITORS 


TAXATION OF LUMP SUM 





PAYMENTS 
MARTINS BANK LEGAL PROBLEMS OF DEVALUATION 
LiMITED 
Rides ties titais's: di beck the ds oe THE BANKER is available from your 
HEAD OFFICE : Water Street, Liverpool, 2 Newsagent or from 72 Coleman Street, 


London, E.C.2. Price 2/6d. 


Total Assets (as at 30th June, 1949)—£314,557,353. 














THE LANCASHIRE COTTON CORPORATION 


LIMITED. 
Condensed Balance Sheet as at 31st October, 1949. 
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£ t Land, Buildings, Plant, Machinery 
Preference Stock... bed iw 108,963 108,963 Cte. * 
Ordinary Shares & Stock ... ... 5,059,621 3,949,563 Valuation at 31st October 1935... 3,216,580 





£5 168.584 4.058.526 Additions at Cost, less Sales “ie 3,996,429 
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Reveiiial Waist: * 3 me 4.399.588 Less ; Provision for Depreciation... 3,200,000 
Profit & Loss Account ... ees eee om 4,013,009 
9,006,852 AssociATED CoMPANY— 

31°, First. Mortgage Debenture 3 Shares therein at Cost Se ae 

Stock (with Interest to date)... 1,943,528 Naviinage O25 ty < i 435 
Current Liasitinies & PRovisions— = 

Sundry Creditors... “2 .. -- 361,487 CURRENT ASSETS— 

Pravietem for Deferred Repairs... 100,000 Stocks on Hand— ... aa ess 3,144,875 

Deéuiiies tie "Patan wg . 1,744,934 - Debtors ke a aa « 944,367 

Provision for Past Service Pensions PN oe ee 

& Annuities sé ine 110,847 Tax Reserve Certificates... -+« 1,600,000 
Provision for Proposed Dividends (net) , aes camaane Cash at Bankers... ae «es 2,114,379 gonsen 
213,432,066 £13,432,066 

a 








i i. gle 


i gates Per sew 
* so Paneer 





x 
é 
# 
* 
* 









increasing size of new tankers. Fast vessels have a special 
value in wartime, being less vulnerable to submarine attack ; 
on the other hand they present larger targets and greater 
cargo risks, and they are limited in their range of ports. 
There are still many adherents of the theory that smaller 
and slower tankers are the most economical form of oil 
transport by sea, provided that there is a sufficient number of 
units to keep the flow of seaborne oil steady in the marine 
“ pipeline ” between oilfields and markets, 


* * * 


Outlook for Car Production Costs 


It has begun to appear that the motor manufacturers 
are finding some difficulty in keeping their prices steady in 
the face of the rising cost of materials. The Ford Motor 
Company raised its prices (that of the Anglia by £15) at the 
beginning of December. This was the first increase by Ford 
for nearly two years ; the reason given was “ rising costs.” 
Two weeks later the Standard Motor Company announced 
that {50 was being added to the Vanguard on the home 
market. Sir John Black said the step was necessary to meet 
the rising price of materials, the cost of additions and im- 
provements to the design, and the lack of marginal profit 
on export sales. Export prices remain unchanged. 

Since the beginning of the year the prices of steel (includ- 
ing “ extras ” charged for testing, guarantees, heat treatment 
and other processing), zinc, rubber and tyres have 
risen. They have added about {10 to the cost of a £300 
car and the industry is threatened with a further 10s. a ton 
on steel if the proposed increase of one-sixth in railway 
freight charges is approved. Moreover, the full effect of 
devaluation on the cost of imported raw materials has not 
yet been fully felt. The big exporters have also another 
burden, the maintenance of assembly plants in several of their 
chief markets. With any volume of sales—and these 
must be large to justify the erection of a plant at all—the 
system is less economic than the dispatch of fully assembled 
cars from the parent factory. There is nothing to show how 
much these plants add to direct costs, because manufacturers 
are prepared to accept josses in some markets, balancing 
their accounts with higher profits in the home market and 
in any export market which will stand a profitable price. But 
in Eire, to quote one example, the basic cost of a car shipped 
from Britain and assembled there is £50 more than the same 
car ex-works in Britain 

That prices have remained as steady as they have has been 
due largely to economies in other directions. An increased 
volume of production has absorbed some of the excess 
capacity in the industry and reduced overheads. The one or 
two per cent increase in the coming steel allocations for the 
first quarter will carry this relief a little further. The price 
reductions of speciality cars (Allard, Healey, Frazer-Nash, 
Daimler and Jowett) have been made possible by an increase 
in orders sufficient to give a substantial production flow. 
Jowett, in particular, reduced its ex-works price in the 
autumn from £738 to £695 and offered the same car with a 
less elaborate finish for £595. The industry expects that a 
steady increase in production should absorb any further 
increases in the cost of materials in 19§0. 

Exports in November—28,000 cars and 9,000 commer- 


-cial vehicles—were the highest for the year. Sales on this scale 


owed a good deal to the easier shipping position—a factor 
marked by the shipping of more than 11,000 vehicles to 
Australia, the most congested route. The effects of devalua- 
tion were reflected in the dispatch during November of 1,600 
nS Belgium, 1,400 to the United States, and 4,250 to 


* * * 


Safety in Industry 


The loss of manpower through industrial accidents 
continues on a disquieting scale. The report of the Chief 
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Inspector of Factories for 1948 estimates that the loss to 
industry through accidents-——not including cases which 
caused death or permanent disablement—was equivalent to 
25,000 workers. Though the total number of accidents 
(201,086) was slightly less than in 1947 (203,236) the 
number of fatal accidents rose slightly. No very encourag- 
ing conclusions can yet be drawn about postwar trends, and 
the report strikes a somewhat pessimistic note. 


Many of the accidents—perhaps more than half—could 
have been prevented ; workers were careless or took unneces- 
sary risks. In building the fatal accident rate from falls was 
one in 173; this—described as “indeed alarming ” in the 
report—is attributed partly to the commando training in 
risk-taking and partly to a false idea that to take precautions 
is soft. In the same way, workers are reluctant to buy 
safety boots and shoes, preferring “ more elegant ” footwear, 
and the inducement freedom from coupons no longer 
operates. There was the usual crop of hair entanglement 
accidents because of unsuitable hair styles, but though there 
is evidence of some “ sky-larking” among juveniles, their 
high accident rate is attributed mainly to lack of proper 
supervision. Progress in organising safety measures is not 
so rapid as it might be, partly because of the prevalent idea 
that attention to safety detracts from production. 


A more encouraging feature of the report is the steady 
progress made with welfare and feeding facilities and the 
introduction of lighting and colour improvements in factories. 
The figures on industrial health, too, are fairly satisfactory. 
Good progress has been made with the campaign against 
byssinosis (a dust disease) in the cotton industry, and for the 
second year since 1899 no fatal case of anthrax was reported. 


* « * 


Aircraft Operating Costs 


The Society of British Aircraft Constructors has been 
working out in the past year a standard method of calculating 
the direct operating costs of aircraft ; the results of its work 
have now been accepted by the society’s members, who 
include all the British airframe and engine manufacturers 
and most manufacturers of components. An operator who 
wants to work out the direct hourly cost of flying a particular 
aircraft over a given distance has been able to get figures of 
cost and performance from the manufacturer. But these 
only cover such factors as the price of the aircraft, speed, 
payload and fuel consumption. The operator then has to 
apply, by his own rule-of-thumb methods, the other factors 
which affect direct costs—the annual rate of utilisation, the 
costs of spares and maintenance, insurance and landing dues 
—all expressed as cost per flying hour. To find out, for 
example, the cost per hour for obsolescence of the airframe 
and for carrying spares, an operator makes the following 
calculation : — 


Cost of airframe + cost of spares — residual value at obsolescence 





Obsolescence period x utilisation per annum 


The society estimates that spares are carried to the value of 
10 per cent of the price of the airframe ; that the residual 
value of airframe and spares at obsolescence is 20 per cent 
of their original price ; that the obsolescence period is eight 
years and that the aircraft is flown 3,000 hours a year. 
Assuming that the first cost of the airframe as given by the 
manufacturer is £80,000, this gives: 
£80,000 + (0.1 x 80,000)) x 0.80 
Sa aoe pee % 


The SBAC standard figures have the great advantage of 
having been drawn up by the manufacturers’ representatives 
in close co-operation with operators, including the charter 
companies. The Air Transport Association in the United 
States performed a similar task for its members (the airline 
operators), but the assumptions underlying those standards 
were never fuily accepted by the American aircraft industry, 
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which had no part in drawing them up. Agreement is im- 
because most airline operators select their aircraft 
on the basis of operating costs. 


The Society of British Aircraft Constructors is aware that 
the standard figures cannot apply in every case, and it is 
therefore suggested that manufacturers, where they dissent, 
may give their own suggested alternative figures. Disagree- 
ment over engine maintenance is not improbable ; not all 
engine manufacturers approve of the standard figures given. 
The new formulac, since they have been reached on the basis 
of experience with piston-engined aircraft, will not apply 
with the same accuracy to aircraft with gas turbines, but it 
ishardly yet possible to devise standards that would apply to 
this type of engine. 


Finance and Trade 


Non-Transferable Sterling 


A further restriction in the freedom with which trans- 
ferable sterling can be used has followed recent negotiations 
between British and Dutch Government officials in London. 
The opportunity was taken at this meeting to bring home to 
the Dutch representatives the dissatisfaction and resentment 
with which Dutch use of transferable sterling facilities was 
viewed in official circles in London. Dutch traders have 
been among the more resourceful users of transferable 
sterling in the conduct of their entrepot and third party 
operations and they have been very prominent operators in 
the free market in cheap sterling. Many complaints have in 
the past been made to the Dutch authorities on this score, 
but without avail until this latest occasion when evidently 
arguments of rather more convincing character must have 
been used by the British representatives. The result has 
been to extend to Dutch transferable accounts the restrictions 
which have already been publicly applied to Egyptian, 
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Spanish and Czech transferable accounts, These limit. the 
use of sterling in such accounts to direct commercial opera- 
tions with the other party in the transfer, or to third party 


transactions which must in each case receive the consent of 
the Bank of England. 


If the practice of restricting transferable sterling in this 
manner gains ground, transferable sterling will oh long 
have lost all its reality. The transferable account system 
will be dismantled, and for all practical purposes the use of 
sterling between non-sterling countries will be restricted 
to . bilateral operations. This is a retrograde step and 
reflects the persistent attitude of the British monetary 
authorities, who seek to maintain the efficacy of exchange 
control by plugging the successive leaks which appear in that 
control rather than by more fundamental methods of making 
sterling a currency so strong, so deserving of confidence, that 
leaks will no longer occur. In the short run this purely 
defensive restrictionist policy will appear to pay dividends, 
and already a considerable hardening in the rate for trans- 
ferable sterling, which over the past fortnight has risen from 
$2.40 to $2.52, reflects the new barriers which are being 
placed in the way of its use and the diminution in its 
potential supply. Taking the longer view, however, it can 
hardly be claimed that this move is calculated to improve 
that confidence in sterling which is the prime condition of 
recreating its position as a truly international medium of 
exchange. 


The recent decision to make all payments out of Chinese 
sterling accounts subject to the permission of the Bank of 
England is yet another straw showing the direction of the 
wind. In this case, however, other considerations may have 
weighed in the decision. On the threshold of recognition 
of the new regime in China the true ownership of much of 
the existing Chinese sterling may be called into question and 
special care must, therefore, be exercised in authorising all 
transactions in these accounts. 
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Undeclared Dollar Holdings 


An interesting initiative has been taken by the British 
Treasury in starting an action before the American courts 
to compel an American bank to hand over to the British 
Government dollars deposited with that bank by a British 
resident. The account in question has been left undisturbed 
in the American bank for many years. The dollars should 
have been handed over under the Exchange Control regula- 
tions during the war, and the depositor is still under an 
obligation to sell them to the Government under the 
Exchange Control Act. For reasons which have not yet 
emerged, the authorities in this country, though they are 
fully aware of the identity of the depositor, have chosen not 
to proceed against her direct, but to seek the authority of 
the American courts to compel the depository bank in New 
York to hand over the dollars. This attempted extension of 
the principle of extradition to contraventions of Exchange 
Control regulations is a novel and significant development. 
Minor precedents for it have been set in the arrangements 
made between certain monetary authorities to exchange 
information about exchange control infringements by their 
respective nationals, even though this has meant breaking 
the traditional pledge of secrecy between the banker and his 
customer. A new chapter will, however, have been opened 
if the force of exchange control measures introduced in one 


country can acquire the backing of sanctions applied in 
another. 


* * x 


Agreement with Jugoslavia 


It is probably unfair to suggest that the successful con- 
clusion of a Trade Agreement with Jugoslavia—like the 
abrupt ending of the trade talks with Hungary—represents 
one more intrusion of political influence into the field where 
economic considerations formerly held the undisputed right 
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of arbitrament ; nevertheless the impression must remain 
that the balance between economic advantage and disadvan- 
tage to Britain is very finely struck in the new agreement 

Briefly, it is provided that Jugoslavia will pay out the 
£ 4,000,000 odd of compensation still outstanding for British 
property nationalised in Jugoslavia over the course of the 
next seven years; on the other hand Britain is to lend 
approximately twice that sum ({£8,000,000) to Jugoslavia 
over the course of the next six. Having thus paid for past 
pork out of money loaned for new pigs, Marshal Tito has 
consented to fling open the door for mutually advantageous 
Anglo-Jugoslavian trade which is expected to amount to the 
considerable figure of £100 million over the next five years 
(and which will apparently be partly financed by short-term 
British credit guarantees). British exports to Jugoslavia in 
this period are scheduled to include £30 million of capital 
equipment, £32 million of raw wool and wool and cotton 
yarns, over £§,000,000 of crude oil and petroleum products, 
small quantities of dyestuffs and rubber products and a vary- 
ing quantity of miscellaneous goods. In return Jugoslavia 
promises to send to Britain some £58 million of hardwoods 
and softwoods, about £14 million of maize, £7,500,000 of 
non-ferrous metals (lead, copper, chromium and zinc) and 
various other goods, mostly “ inessential ” foodstuffs, such as 
prunes and tinned fish. Britain is at present purchasing 
some of the goods cited in this list (including non-ferrous 
metals) from dollar sources and it is in this dollar-saving that 
the main potential virtue of the new agreement lies. 

Past experience suggests, however, that it would be unwise 
to measure the volume of Anglo-Jugoslavian trade in the next 
quinquennium until the trade begins to flow. The 1948 
Anglo-Jugoslav Trade Agreement, which expired on Septem- 
ber 30th of this year, provided for £15 million of trade each 
way ; reference to the trade returns reveals that British 
imports from Jugoslavia in fact amounied to just over 
£10 million and British exports to Jugoslavia to just under 
£3,500,000 in the twelve months concerned. 


* a * 


Sterling Rationed in Brazil 


Brazil has decided to treat sterling as a hard currency 
and to apply to it the rationing system which has been in 
force for dollars and other “ arbitrable” currencies since 
last March. The latest “ Fortnightly Review ” of the Bank 
of London and South America reveals that henceforth 
Brazilian commercial banks must pass on to the Central 
Bank all sterling purchased from exporters and other sellers. 
This sterling will then be distributed by the Central Bank 
among would-be purchasers according to a pre-arranged 
system of priorities. Goods of the first priority (which are 
exempt from the rule under which closure of exchange will 
not be authorised until 45 days after the application for 
exchange is registered) include agricultural machinery, fuel, 
scarce metals and pharmaceutical products not manufactured 
in Brazil. Other goods at present exempt from import 
licences (together with insurance settlements) are given 
second priority, sterling, required for most mnancial remit- 
tances third priority, that required for transfer abroad by 
transport and communications concerns (together with a few 
oddments such as travelling expenses), fourth priority and 
importers of inessential goods are apparently to be left to pick 
up any crumbs of sterling that remain. The present Brazilian 
Government is very anxious to encourage foreign (and 
particularly American) investment in the country; this 
anxiety no doubt accounts for the welcome fact that neither 
in this new rationing system nor in the Brazilian schedule 
of differential exchange rates are financial remittances given 
the role of Cinderella, which they are forced to play in so 
many other Latin American republics at the preseat time. 


Apart from this one bright feature, however, the news of 
the new Brazilian import restrictions must be regarded as 
vopaitigeiedy depressing. In prewar years, whenever the 
price of coffee was booming, Brazilian trade statistics tended 
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| jg show an export surplus with the United States and an a 
import surplus with the United Kingdom. In 1948 there was 
yme sign that this prewar pattern of trade might be restored. 
In that year Brazil had a small visible surplus of some 
§16 million with the United States, and a small visible deficit 
of some {2,500,000 with the United Kingdom. Although 
Brazil’s dollar surplus on merchandise account was insuffi- 
cient to pay off its accumulated dollar debts, the re-appear- 
ace of a dollar surplus in visible trade was heartening. Un- 
fortunately, however, this surplus was not repeated in the first 
half of 1949 (although the visible deficit of just under 
$5,000,000 was still appreciably less than that in the first 
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fray there is no knowing how high the aumber of possible 
starters will become. 


* 4 fe 
Currency Inflation in West Africa 


The latest report of the West African Currency Board 
reveals that in the twelve months to mid-1949 the value of 
currency issued by the Board against payment in London 
amounted to £20,131,000, or nearly three and a half times 
the amount required in the preceding year (£5,985,000) and 
two and a half times the previous record issue (17,945,000 in 
1946-1947). As a result of the year’s operations, which 
involved shipment of notes to the coast by every available 
means——including specially chartered aeroplanes—the total 
value of notes and coin in circulation in West Africa rose 
from £47.8 million to £67.7 million. Most of this rise 
was accounted for by an increase of some £144 million in the 
note issue ; coins in circulation rose by only £5,500,000 so 
that the ratio of coins to notes dropped from 66: 34 to 55: 45. 

This rapid rise in the note issue provides a sorry com- 
mentary on the results of the attempt to control inflation in 
West Africa through the control of off-farm prices by produce 
marketing boards. Nigeria and the Gold Coast have long 
been archetypes of what the Americans call “ export econo- 
mies”; their monetary circulations are liable to vary enor- 
mously from year to year as the prices of cocoa and palm 
oil rise or fall (bringing violent swings in export or import 
surpluses with them). Whenever an export surplus is allowed 
to generate an expansion in monetary circulation in a com- 
munity of this sort, inflation takes the native economy by the 
ears ; as soon as pound notes arrive in the villages in sufficient 
numbers, they become the recognised unit of account for 
quite small transactions with illogical rapidity and internal 
prices seem to bound up with the express purpose of allow- 
ing them to become so. If a fall in the world price of cocoa 
sets in and brings with it a drain of pound notes from the 
villages, these internal prices are likely to stick at their 
inflated levels for some time and thus give rise to much 
misery (and to a revival of the old curse of peasant 
indebtedness). 

The situation will in fact be aggravated in any future 
slump because the new (September, 1949) regulations tor 
the West African Colonial Currency Board still postulate, in 
effect, that any deficit in a colony’s balance of payments must 
be matched by an exactly equivalent drain from the colony’s 
internal note circulation ; there is no provision for an internal 
fiduciary issue to absorb part of the blow. Several schemes 
have been mooted—and in fact tried out—for cushioning the 
cruel impact of worldwide cyclical forces on these native 
economies. The marketing board system for maintaining 
stable off-farm prices through slump and boom was one such 
scheme ; this has now degenerated in most cases into a 
system for holding back as much of the crop’s proceeds as is 
politically possible in time of boom in order to pay some sort 
of a subsidy in time of slump. Other more direct systems 
of quantitative monetary control have been tried out under 
American supervision in export economies in northern Latin 
America (where not all of them have yet gone on the rocks); 
a scheme of the same sort—also with American parentage— 
is now being worked out to replace the former colonial cur- 
rency board system in Ceylon. No doubt research on the 
proper technique for monetary control in colonial economies 
has a long way to go yet, but the present British system of 
control, which has now allowed monetary circulation in 
West Africa to increase by over 40 per cent in a single year, 
certainly seems to be in need of some fairly immediate 
strengthening. 


* * * 
National Income Estimates 


The official annual estimates of the national income have 
notorious limitations, and it is not to be expected that 
quarterly estimates, compiled unofficially, provide more than 
an impressionistic study of a moving picture. But to sketch 
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the main outlines themselves is an enterprising task on whi 
the Oxford Institute of Statistics is to becliharoriieand. “Tk 
latest estimates, which appear in the December Bulletin, 
bring the record up to the end of the September quarter. 
The ‘money value of the net national income (that is, after 
providing for depreciation) is put at an annual rate of 
£10,470 million for the third quarter, compared with 
£10,370 million for the second and £10,050 million for the 
first quarter. These figures have, of course, been corrected 
for seasonal factors ; when they are corrected also for price 
movements, the third quarter shows not an increase but a 
very slight decrease in the real national income. It is not 
necessary to make any serious point about this check, for, 
as the bulletin shows, the June quarter showed a remarkable 
expansion in production. 


Other tables in the article throw some interesting prelimi- 
nary light on the trend of the balance of payments—subject, 
inevitably, to any delay, in the period before devaluation, in 
payments for British exports. The net export deficit was, 
according to these figures, running at the same annual rate 
(£130 million) in the third quarter as in the second but when 
correction for seasonal variation is applied, the annual rates 
appear as follows: 

Ist Quarter—{£55 million surplus 

2nd Quarter—£35 million deficit 

3rd Quarter—/55 million deficit 
In “overall” terms, these figures tend to support the impres- 
sion that the balance of payments for the full year will show 
a deficit, but not of an intolerable size. 

But perhaps the most significant table is a new analysis of 
personal income, which shows movements in personal savings 
- ms to total personal incomes, The table is reproduced 

elow: 


AGGREGATE PERSONAL INCOME 
£ mn.—At Current Prices, seasonally Corrected 


| 
1948 1949 
j 
i il ee ok I | it it 
Consumption. ..... 7,900 8,005 8.015 8,070 8.910 8.310 8.415 
Direct taxes ...... | 2315 | 1,270 | 1,415 1,470 1,480 1515 1,580 
Savings :— i j 
(Residual figures) | (145) (210) (245); = (395), (395) (225) (220) 
Aggregate personal | | , 
income ......... | 9360 , 9485 9,675 | 9,845 9,885 10,050 10,215 
=m Source: Institute of Statistics, Oxford, Bulletin Vol. U, No 12. 


The first quarter of 1949 showed a considerable increase 
in savings. As the Bulletin points out, industrial expansion 
was slowing down ; exports continued to rise and Govern- 
ment expenditure to increase, but there was little increase in 
consumption and savings expanded. But when exports 
levelled off in the middle of the year, consumption increased 
much more rapidly than personal incomes, and personal 
savings again fell to a level at which they became “ barely 
adequate to cover death duties, implying substantial dis- 
saving by sections of the public to balance institutional forms 
of saving.” These figures are certainly in step with general 
economic observation during the changing phases of the 
Government’s economic and financial policy. The time for 
“ consequential measures” was before, not after, devalua- 
tion. 


Shorter Note 


Coal output from the mines last week was 4,076,300 tons ; 
an opencast output of 225,300 tons brought the total for the 
week to 4,301,600. The cumulative total for the first 51 
weeks of 1949 is 212,475,700 tons ; of this total 200,141,400 
—nearly 6,000,000 tons more than in the same period 
1948—is deep-mined output, which therefore seemed likely 
to reach the lower of the Economic Survey targets for the 
year (202 million tons) in the three full working days which 
remained to complete the year. Opencast output for the 
year will fall somewhat short of expectation. 
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COMPANY MEETINGS 
a eee eee 


BANK OF MONTREAL 
INCREASED BUSINESS 


The one hundred and thirty-second annual 
meeting of the Bank of Montreal was 
held on December 5th in Montreal. 

Mr B. C. Gardner, M.C. (the president), 
in the cours of his address, said: The past 

has seen some far-reaching changes in 
the Canadian business chmate. For many, 
these changes have brought pressing pro- 
blems, especially with respect to conditions 
gad prospects in export markets. Indeed, the 
complexities of the international situation, 
dimaxed by the currency devaluations of mid- 
September. have overshadowed the entire 
Canadian economic scene, heavily re-empha- 
sising Our independence on conditions beyond 
our own borders. Nevertheless, as far as 
domestic developments are concerned, the 
course of events has had a good many healthy 
and reassuring aspects. 

The most noteworthy feature of the Cana- 
dian business trend during the year has been 
its relative stability as compared with the 
course of developments in the United States. 
The divergence of trend thus far might be 
imerpreied in terms of the tradiuonal time 
lag. In my opinion, however, the explana- 
tion goes yomewhat deeper. In Canada, as 
in the United States, there have been cyclical 
forces operating on the down side. But in 
Canada, in large part offsetting these recessive 
influences we have a vigorous programme of 
indusirial expansion based not so much on 
the outlook for business next year or the year 
after as on an appraisal of this country’s 
magnificent long-term potentialities. It may 
not be too much to suggest that Canada is 
currently undergoing a phase of dynamic 
growth which, relatively speaking, is not 
unlike that experienced by the United States 
in the years following World War I. 


DOLLAR PROBLEM 

Overall, we de not live beyond our means 
on international account ; our exports, visible 
and invisible, are still somewhat more than 
sufficient to pay for our imports of goods and 
services But without convertibility of 
sterling into United States dollass we have to 
cope with the dual problem of earning an 
adequate supply of United States currency, 
while at the same time maintaiming our 
exports to sterling area and other markets 
from which our imports are relatively small. 

The devaluations of mid-September must 
be regarded as a long stride toward realism. 


Before many months have passed, some of 
to be over- 


the new rates may prove 
valued; some may be _under-valued. 


And to the extent that such dislocations occur, 
the result will inevitably be to prolong 
reliance on restriction and bilateralism and 
to delay the return of convertibility. I sug- 
gest, therefore, that it may well be time to 
ask whether the ends of expansion of trade 
would not now be better served by permitting 
a range of variation im exchange fates, 
cushioned perhaps by a_ stabilisation fund 
designed io prevent violent short-term 
fluctuations. 

Mr Gordon R. Ball, general manager, said 
inter alia: Net profits for the year, after 
appropriation to contingency reserve and 

ter provision for depreciation of premuses 
and equipment and for Dominion and Pro- 
vincial taxes, amount to $5,816,570. After 
providing $3,600,000 for dividends and extra 
distribution equivalent to $1.00 per share, a 
balance of $2,216,570 is left to be carried 
forward to profit and loss account. 

Our total assets at the year-end amounted 
10 $2,140 million, an increase of $148 million 
during the year. This is a record high level 
of resources at the end of any fiscal year of 
as bank. Total deposits reached a figure 

2,019 million. 
The report and accounts were adopted. 





AMALGAMATED TOBACCO 
CORPORATION, LIMITED 


STEADY PROGRESS 


The third ordinary general meeting of the 
Amalgamated Tobacco Corporation, Limited, 
was held on December 29th in London, the 
Right Hon. Lord Llewellin, P.C., C.B.E., 
M.C., T.D. (chairman) presiding. 


The following is an extract from his cir- 
culated statement: 

It is very gratifying to report another satis- 
factory year. Our gross trading profit for the 
year t0 May 31, 1949, amounted to £287,153, 
and net trading profit to £194,319, and as 
these figures were not inflated by fortuitous 
profits arising from increases in tobacco duty, 
as were the profits for the preceding two 
years, they show an improved result on actual 
trading. 

Steady progress is indicated by the figures 
for trading profit for the past three years. 
That net profits have not shown an equally 
marked improvement is due to the greatly 
increased interest charges we have had to 
bear in financing the crushing increases in 
duty imposed on tobacco, which it should be 
noted have involved manufacturers in addi- 
tional interest burdens without any corre- 
sponding increase in their profit margins. 
We have been able to achieve these satis- 
factory results by developing and expanding 
our business wherever opportunity could be 
found, and by resolutely overcoming diffi- 
culties as they arose. 


In my statement last year I told you that 
I had every confidence that we would main- 
tain and even improve upon our past record, 
that our profits were running satisfactorily, 
that we had satisfactory stocks, and that our 
current production and sales were higher 
than the previous year’s average. I am 
pleased that the results have fully justified 
my statement and I am even more pleased 
to be able to sav that I can repeat that 
statement as 2 comment upon our current 
year’s operations up to date. 


SOUTH AFRICA 


You wil] observe that our profits include for 
the first time the item “ Dividends received, 
£9,263.” This item represents the dividend 
to March 3lst last on our holding of Prefer- 
ence shares in the South African company. 
At the first annual general meeting of that 
company the chairman was able to report a 
small profit on the first year’s working suffi- 
cient to warrant the payment of the Prefer- 
ence dividend, although no payment of 
dividend was made on the Ordinary capital. 
That result cannot be regarded as unsatis- 
factory in view of the fact that the South 
African company had to start, so to speak, 
from scratch and to build its business from 
the ground up in a highiy competitive 
market. 

We have every hope that the South African 
company will make steady progress and show 
improved results as it becomes more firmly 
established, and we trust that in the years 
to come we shall receive many, and more 
substantial, dividends from it. Our managing 
director is in South Africa at the present 
time using his unrivalled knowledge firmly 
to establish that company. 

have signed contracts for the purchase 
on saint shareholdings in Walkers 
Tobacco Company Limited, and a similar 
offer is being made to all other shareholders 
for the acquisition of their shares, which we 
hope will be accepted. With Walkers, we 
enter the pipe and cut tobacco trade, and 
are sure this new association will prove of 
increasing value to us as ume goes by. 


The report was adopted. 


1493 
TENNAMARAM PALM OIL 


The twenty-sixth annual ordinary general 
meeting of Tennamaram Palm Oil Company, 
Limited, was held on December 2Ist in 
London, Mr J. Bligh Orr (the chairman) 
presiding. 

The following is an extract from his circu- 
lated statement: — 


Taxation has again taken a heavy toll of 
profits, which, nevertheless, show an increase 
over last year of £11,633. The directors 
recommend a final dividend of 4 per cent. on 
the 6 per cent. Participating Preference and 
Ordinary shares, making 12 per cent. for the 
year on both classes 


The whole oil palm output was sold to the 
Government, as in the previous year. The 
price fixed over the calendar year 1949 was 
£82 per ton f.o.b., duty on buyers’ account. 
For 1950, the Government have agreed to 
again buy the whole output, but at the 
reduced price of £74 per ton, duty on sellers’ 
account. Palm kernels continue to be sold at 
varying, but on the whole satisfactory, prices. 


From the foregoing it is clear that there 
will be some falling off in our profits for the 
current year. Every endeavour is being made 
to reduce production costs but, until the 
replanting programme i; completed, estate 
expenditure is bound to remain high. 


The estate is reported to be in an excellent 
state of cultivation. Regular manuring of all 
fields at yearly intervals has now become part 
of the general routine Good progress is 
being made with the replanting programme. 
All buildings are reported to be in good con- 
dition The labour position remains much 
as it was 12 months ago, barely adequate. 


The report was adopted. 


The directors have declared an interim 
dividend of 4 per cent. on both classes of 
shares for the year ending June 30, 1950. 


BIRMINGHAM SMALL 
ARMS COMPANY, LIMITED 
BURDENS ON ENTERPRISE 


The annual general meeting of The Bir- 
mingham Small Arms Company, Limited, 
was held on December 22nd, at Birmingham. 

Sir Bernard D. F, Docker, K.B.E. (chair- 
man of the company), in the course of his 
speech, said: The trading profit for the year 
ended July 31, 1949, is £1,438,294 (as against 
£1,146,383 in the previous year. The gross 
dividend represents 1.3 per cent. of the turn- 
over while, after deduction of tax, it repre- 
sents only .7 per cent. Wages and salaries 
on the other hand come to over 35 per cent. 

The burden of regulations which govern- 
ments of various countries, certaiily not 
least our own, have placed upon the back of 
commercial enterprise in these days is a 
serious hindrance. We regard the nationali- 
sation of steel as industrial and political 
madness. 

The B.S.A. tool group has continued io 
make satisfactory progress. A feature of the 
vear has been the increase in export sales. 
The production and sale of motor cycles and 
cycles has again been a record, e have 
had a considerable amount of trade in sport- 
ing rifles, particularly in the dollar markets. 

here is a considerable demand for 
Daimler cars araong discerning people in 
this country, and were it not for govern- 
ment restrictions we could increase our home 
market to the great advantage of our overseas 
and dollar-earning trade. believe there is 
no justification whatever for the imposition 
of a double purchase tax on industries that 
must have, oy. ee i ay nature, the highest 
degree of technical and ee. 





The double-deck and single-deck "bus 
continue in steady demand both at home and 
overseas, but some governments have placed 
restrictions on ymports. 

The report was adopted. 
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HUMBER, LIMITED 
A SUCCESSFUL YEAR 


The forty-first ordinary general meeting of 
Humber, Limited, was held on December 
22nd at Coventry. 

Sir William Rootes, K.B.E., the chairman, 
in the course of his speech, said: The trading 
results of Humber, Limited, and its subsi- 
diaries for the year ended July 31, 1949, 
amounted to £864,458, and after deducting 
depreciation, debenture interest, auditors 
remuneration and taxation, there remains a 
net profit of £380,520. While the net profit 
shows an increase of £121,888 over the pre- 
vious year, your directors have decided to 
recommend that the deferred ordinary stock 
dividend remains as hitherto. There is, 
therefore, available a total of £325,000 to be 
ploughed back into the business, by the addi- 
tion of £200,000 to reserve for price fluctua- 
tions in stock and additional tool amortisa- 
tion, and by transferring £125,000 to general 
reserve. 

With these additional reserves the capital 
and revenue reserves of the company and its 
subsidiaries now stand at over £2,300,000. 
Current assets appear in the consolidated 
balance sheet at {6,577,983 and by compari- 
son with current liabilities and provisions at 


- £4,105,455 show a satisfactory surplus liquid 


position. 
SHORTAGE OF SHEET STEEL 


Your company’s premises and plant are in 
sound productive condition. Unfortunately 
they are not being utilised to full capacity 
owing particularly to shortage of sheet steel. 
In saying this I cast no reflection on the steel 
manufacturing industry for that has done and 
is still doing its best to assist us; I have no 
doubt that as and when the additional capa- 
city the steel manufacturers are creating at 
great cost comes into production, our pro- 
blems will be greatly alleviated. 

In the meantime your company is in a 
difficult position, and is still not working to 
much more than two-thirds of its capacity. 

The question, therefore, that arises is: 
Should we not purchase more sheet steel 
from abroad ? If this could be achieved your 
corapany’s increased production could all be 
allocated to the overseas markets. At present 
beth cars and commercial vehicles are having 
to be strictly rationed. 


EXPORT PROBLEM 


Export is not an easy problem, particularly 
in the magnitude in which it has to be faced 
today, but I am sure you will agree that the 
automobile industry as a whole has done a 
magnificent job and its total contribution to 
the country’s overseas trade is quite remark- 
able. Nevertheless, much more can be done 
and we are fortunate in having, through 


It must, therefore, be one of the major tasks 
of whatever Government is in power ener- 
getically to move towards the establishment 
of less restriction in world trade. 


_ You will appreciate the frustration some- 


times in your plants through not work- 
ing to full capacity and generally by reasons 
of our not having a sufficiently free hand to 
work and achieve the objects for which we 
aim, Moreover, we are prevented from 
attaining that rhythm and tempo so _neces- 
sary if we are to lower our costs and be in 
welch toll Sack ty Chainer tia colar 

us par- 
tucularly from the Continent of Europe. 

The report was adopted. 





HECTOR WHALING, 
LIMITED 


PROFIT ESTIMATE EXCEEDED 


The twenty-first ordinary general meeting 
of Hector Whaling. Limited, was held on 
December 29th in London, Mr R. de B. 
Trouton, the cnairman, presiding. 

The following are extracts from his circu- 
lated review : — 

As a result of the preferred share issue in 
February last the capital and surplus have 
been increased by slightly over £1,000,000 as 
compared with a year ago. About half of 
this £1,000,000 has been invested in the 
three ships formerly owned by United 
Whalers, Limited, enabling that company to 
meet the cost of its new whalecatchers. The 
remainder has been invested in Hector 
Tankers, Limited, to enable it to meet part 
of the cost of the tanker “ Biscoe”” and in 
shares in, and loans to, Hector Whaling 
South Africa (Pty.), Limited, which company 
has taken over our interest in the South 
African shipyards. The increase of £314,791 
in the item for shares in subsidiary com- 
panies consists of £250,000 in Hector 
Tankers, Limited, £48,000 in Hector Pro- 
ducts, Limited. £10,000 in Hector Whaling 
South Africa (Pty.), Limited, and £6,791 in 
purchasing further United Whalers, Limited, 
shares. We own the entire issued and paid- 
up capital of these three new companics and 
over 99.8 per cent of the ordinary share 
capital of United Whalers, Limited. 

The estimate of profits contained in our 
prospectus of January 27, 1949, was satis- 
factorily exceeded Your directors decided 
to appropriate £50,000 of the excess in 
raising this year’s depreciation charge to 
£505,000, so as to write off at one stroke 
certain capital expenditure which has proved 
to be in excess of our estimates. 

Last seasor “ Balaena” made 197,000 
barrels (almost 33,000 tons) of whale oil and 
sperm oil. Not only was this her record pro- 
duction but it was the best result of any 
whaling expedition last year. Moreover, 
“ Balaena’s ” total oil production for the three- 
year period in which she has operated has 
exceeded that of any other expedition, while 
her total production of by-products has far 
exceeded that of any competitor. 

We have sold all our whale oil production 
for the coming season at £80 per ton and 
have also made a forward sale of all our meat 
meal production 


THE CURRENT YEAR 


We anticipate that some curtailment in the 
length of the season will take place as there 
is a substantial increase in whale catchers to 
be used by our competitors who have built 
many powerful catchers and have about 
doubled the number of corvettes in use for 
towing whales. Two years ago United 
Whalers, Limited, introduced the first two 
corvettes to the whaling industry, but this 
season the industry will be using more than 
twenty for towing. 

We have always emphasised the specula- 
tive nature of the whaling industry. We are 
confident that you appreciate this and realise 
that virtually ne conservation of resources, 
however drastic, can, in a trade such as this, 
ensure the maintenance of dividends at a 
steady level. This being so, your directors 
feel that, having made ample allowance on 
account of depreciation and having made 
adequate allocations to reserves, it is our duty 
to the shareholders to make as generous a 
dividend distribution as the profits of the 
year im question permit. But I must again 
stress the fact that, though we have been 
favoured with three successful years, we must 
prepared to face our share of misfortune 
lean years, and I can assure you that it 
no very great element of ill fortune 
or of bad weather to affect seriously the 
trading position of a company such as this. 

The report was adopted. 


ie 
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BANGRIN TIN DREDGING 


The twenty-ninth annual general meeti 
of Bangrin Tin Dredging Company, Uadied 
was held on December 22nd in London. 

The following are extracts from the state- 
ment by the chairman (Mr Kenneth QO. 
Hunter) circulated with the report: 


The total output of tin ore for the year 
was 306.82 tons as against 106.76 tons 
obtained in 1947 when No. 2 Dredge alone 
was Operating for some six months. Both 
dredges operated 95 per cent. of the possible 
working hours, and the ground worked 
amounted to 1,412,309 cubic yards with an 
ane yield of .49 Ib. of tin ore per cubic 
yard. 


In the course of my remarks last year on 
the accounts at December 31, 1947, I ex- 
pressed the hope that it might be possible 
to pay a small dividend when the results of 
the year 1948 became known. Unfortunately 
such hope has not been justified by events, 
but, as some compensation, your directors 
feel able to declare an interim dividend of 
3 per cent., less income tax, in respect of the 
earnings of the current year. 


No. 1 Dredge gave rather disappointing 
returns until September, when output rose 
satisfactorily. No. 2 was idle for nearly four 
months owing to an exceptionally severe 
drought resulting in a scarcity of water. The 
results obtained were variable but, on the 
whole, satisfactory. No. 3 gave very good 
returns for the first half of the year, but then 
began to fall off. Stockholders no doubt 
realise that, when dredging a large area 
which contains uneven values, returns are 
bound to fluctuate in this manner. In March 
last an unusually severe electric storm 
damaged some of the dynamos in the power 
house and caused several days loss of dredg- 
ing time 

The report was adopted. 


SIAMESE TIN SYNDICATE 


The forty-second annual general meeting 
of Siamese Tin Syndicate, Limited, was held 
on December 22nd in London. 


The following are extracts from the state- 
ment by the chairman (Mr Kenneth 0. 
Hunter) circulated with the report: 


The mine working account reflects the 
results cbtained from operations at our 
Ngow, Koe Kien and Peek mining areas. 
Four dredges were worked, of which three 
operated throughout the year, and one, Ngow 

o. 2 dredge, started on February 12th. The 
rehabilitation of Ngow No. 3 dredge was still 
uncompleted at the end of 1948. The total 
output of tin ore obtained by the four dredges 
during the year was 920.92 tons and the 
ground worked amounted to 4,520,700 cubic 
yards, showing an average yield of .46 lb. of 
tin ore per cubic yard. 


After making provision for amortisation 
and depreciation of properties, plant and 
ag t and paying the very heavy charge 

£94,656 to the Siamese Government by 
way of export duty, we were left with a 
mining profit of £119,931 for the year com- 
pared with £28,617 for 1947, when three 
dredges only were working for periods of 
considerably less than a full year. 

As regards the current year an interim 
dividend of 5 per cent. has been declared. 
You have been kept regularly informed of 
our production, which up to the end of 
October amounted to 1,015 tons and 133 tons 
at Kota Bahru. These bare figures may 
seem encouraging, and, indeed, up to a pout, 
they are, but you will no doubt realise that, 
except under favourable conditions, dredges 
nowadays do not always work continuously 
at a profit ; in fact, there have been periods 
~~? year when Ngow No. | was operating at 


The report was adopted. 
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LONDON AND RHODESIAN 
MINING AND LAND 


BETTER OUTLOOK 


The annual general meeting of this com- 
pany was held in London on December 29th, 
the Rt. Hon. Viscount Elibank, D.L., the 
chairman, presiding. 

The following is an extract from his 
circulated statement: 

During the‘ year under review the in- 
yestment market was affected by many 
adverse conditions which led to a recession 
in values. The profit before charging taxa- 
tion, amounted to £75,336, as compared 
with £72,103 last year. 

The British Government in September of 
this year devalued the pound sterling The 
consequence of this action was to increase 
the sterling price of gold from £8 12s. 3d. 
to £12 8s. 3d. a fine ounce. This increase 
in price—long overdue in comparison with 
other metals—has proved of considerable 
advantage to our company. 

The effect of devaluation has been two- 
fold. It has increased the capital value of 
our interests in the gold-mining industry 
and has at the same time improved the 
nga of our earning greater revenues 

tom these interests. 

It is, however, true to say that the im- 
provement in the mining position has led 
to imcteased wages demands, and these 
together with jncreased cost of materials, are 
certain to lead to an all-round increase in 
costs in the gold-mining industry. Even so, 
the producing mines should benefit appre- 
ciably. 

A severe drought has been experienced in 


Southern Rhodesia this year. Good rains have 
now fallen in both our ranches. Nevertheless, 
we cannot expect to escape some injurious 
results through mortality in stock. 

The report was adopted. 


BARCLAYS BANK 
(DOMINION, COLONIAL 
AND OVERSEAS) 


ANNUAL GENERAL MEETING 


_ The twenty-fourth ordinary general meet- 
ing of Barclays Bank (Dominion, Colonial and 
Overseas) was held on Wednesday, Decem- 
ber 28, 1949, at 29 Gracechurch Street, 
London, E.C.3. 

Mr A. C. Barnes, D.S.O., O.B.E. (the 
deputy chairman), presided in the absence, 
through indisposition, of Mr Julian Stanley 
Crossley the chairman. 

The secretary, Mr C. F. S. Pringle, read 
the notice convening the meeting and the 
auditors’ report to the stockholders. 

With the concurrence of the stockholders 
present, the report and accounts and state- 
ment by the chairman, which had been 
previously circulated, were taken as read. 

The chairman welcomed to the board Mr 
R. W. Foot, O.B.E., M.C., and Sir Eric G. 
Machtig, G.C.M.G., K.C.B., O.B.E. 

The chairman mentioned with regret that 
Mr E. L. Jackson, a vice-chairman of the 
board and chairman of the South African 
board, would be vacating these appointments 
at the end of February, 1950, and that Mr 
A. S. Aiken, vice-chairman of the South 
African board, would succeed Mr Jackson 
as chairman of that board. 
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on ——_ referred to the retirement 
. T. Dudley, a general manager of 
the bank, and said that Mr Dudley had been 
appointed a member of the London com- 
mittee as from January 1, 1950. He also 
mentioned the retirement of Mr A, P. S. 
Clark, local director, Palestine, and the 
senna of Mr H. Dale as local director, 
srael. 

The chairman also said that a local board 
had been formed in esia. 

The chairman then moved the adoption of 
the report of the directors and the statement 
of accounts, and the payment of a final divi- 
dend of 4 per cent. actual on the “A” stock 
and “B” shares, less income tax at the 
standard rate of 9s. in the £ in each case. 

The motion was seconded by the Hon. 
G. C. Gibbs, C.M.G.. vice-chairman, and 
carried. 

Mr Walter Osborne Stevenson, Mr Julian 
Stanley Crossley, Mr Anthony Charles 
Barnes, D.S.O., O.B.E., Mr Robert William 
Foot, O.B.E., M.C., and Sir Eric Gustav 
Machtig, G.C.M.G., K.C.B., O.B.E., retiring 
directors, were re-elected. 

On the motion of Mr L. E. D. Bevan, 
seconded by Mr W. R. Rhodes, the auditors, 
Messrs Deloitte, Plender, Griffiths and Com- 
pany; Price, Waterhouse and Company; 
Peat, Marwick, Mitchell and Company, and 
Cooper Brothers and Company, were re- 
appointed, 

A vote of thanks to the staff, proposed by 
Captain D. Fitzgerald and seconded by Mr 
Joseph Nissim, was carried unanimously and 
responded to by Mr D. Carter, general 
manager (staff). 

A vote of thanks to the chairman for pre- 
siding at the meeting, proposed by Mr H. T. 
Egerton, was unanimously accorded, 





NOTICES 


RITAIN'S Middle Classes are organising for mutual protection. 
For details write Hon. Sec., Middle Classes Union, 43, St. Martin’s 


Lane. London, W.C.2. 


NDUSTRIAL Psychologist (Female) required for Paracel Depart: 

ment of large light engineering organisation. Applicants miss 
possess a University Degree which includes Psychology and Statist i. 
and while workshop experience would be an advantage, — € 
will be given in this sphere.—Apply in first instance lor oe “ 
application to the Employment Officer, Hoover Limited, Perivale, 


Greenford, Middlesex. 


Manager, aged between 30 and 35. Good 


in Pharmaceutical trade a 


experienced foreign trade, 


seeks activity in Anglo-German export-import business. 


for interview U.K., January.—Box 307. 
RADUATE, B.Com, 


Executive, organising experience. Well 


hand knowledge and contacts Spain and British Isles. 


fairs. some journalism, broadcasting, ’ er 
world affairs, some jou oe eroagiate post as personal assistant 
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First-class references. 


application, will advance,—Write Box 308. 
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Research Director, 
Masius & Fergusson, Ltd., 40, Berkeley Square, London, 


ciples to practical market resear 
with widening his experience. 


tion and evacuation of field surveys. 
be in writing and addressed to the 
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DUCATION Officer required in large engineering establishment, 
to organise, co-ordinate and supervise schemes of training for 
engineering and craft apprenticeship, foremanship and commerce.-— 
Applicants should state age, experience and qualifications, and give 
some indication of salary expected, to Box 304. 


\OOD Manufacturers in the Provinces require an Assista 


recommendation.—Apply, stating age, 
qualifications, experience and salary required, to Box 306. 
YOUNG GE v AWYER from the Ruhr area A 
y° a tn fluent in English, French, Spanish, 
Italiar.. Russian, with previous extensive visits in these countries, 


D.P.A. Dip. Ed, 1 


MASIUS AND FERGUSSON 


arketing Research section for an 


< 
REFUGE ASSURANCE COMPANY, LTD. 
Chiet Office: OXFORD STREET, 


NATIONAL INSTITUTE OF ECONOMIC AND 


official sponsorship, 
£1,150. 


ea perience. 


nt to Sales 


education, Experience ae 


(33 years), 
of Social Research. 


Available 


ae monographs, 
years. Admin, research, 
Wide. first- 
Live interest 
documentary research, 


travelled. 


December, 1949. 


LIMITED 


ale, who 
prin- 


Salaries : 


to the organisa- annual increm 


Partly furn 


MANCHESTER, 1] February 11, 1950. 






Applications are invited fon “the following rese: 
to work on the Institute¥s 
(a) Benior Research worker, salary r 
(b) Research worker, salary range £450-£800, The sen 
any appointment mad 
candidate's experience and qualifications. 
one year in the first place, with superannuation provision where 
appropriate, and children’s allowances. 
qualifications a economics, the following are relevant qualifications: 
(i) First-haend experience of applied economic research; (ii) thorough 
knowle@ge of the problems of industry: 
The work will involve close 
departments, industrial firms, etc., 
travelling, for which 
in writing, with a statement of qualifications and the names and 
addresses of not less than two referees, Shayld be made within two 
weeks of the appearance of this advertisemeén: to- 
” National Institute of Economic and Social Research, 


Street, London, S.W.1. 


UNIVERSITY OF BIRMINGHAM 


: FACULTY OF COMMERCE AND SOCIAL SCIENCE 
Applications are invited for the appointment of Assistant Director 


The University, Bemingham, 3. 


the status of Profe 





SOCIAL, RESEARUS_ 








cation of Industry proje 


will be determined in accordance wit 


suitable provision will be made. 


Duties will include assisting the Professors of Commerce, Econo- 
mics and Social Science in the supervision of research undertaken in 
their Departments, and editing for publication a series of research 
Opportunities will be 


provided for 


Commencing salary £600 to £900, according to qualifications. : 
Applications should reach the undersigned, from whom. further 
particulars may be obtained, not later than February 15, 1950. 


Cc. G. BURTON, Secretary: 


THE UNIVERSITY COLLEGE OF THE GOLD CO 
DEPARTRENT OF SOCIOLOGY, 


ic s are invited for: ©) Headship of the Departme 

Applications a vite So ee 

This is a new department in the Sexnol of African Studies, and 
will be concerned with both research anq teaching. : 
Professor, £1,500; Senior Lecturer, £1,000, 
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Higher Edv-ation in Bn ined. Closing date, 
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(2) A Lectureship. 
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For the week ended December 24, 1949, total’) ax Reserve Certs.. 2309 | ‘Teeasury aa. 43,752 
ordinary revenue was £67) 923,000, against | Other Debt Rac Satin ii 900 , 
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